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ABSTRACT

With the passage of the Javits-Wagner-0'Day (JWOD) Act in
June of 1971, the United States Congress directed Government
agencies, including the Department of Defense, to procure
designated commodities and services from nonprofit agencies
sponsored by the National Industries for the Blind and NISH.
This study provides the reader with an overview of the entire
JWOD Program. It analyzes the Program's governing
regulations, its intent, its oversight organizations, and the
barriers and benefits to its effectual implementation. 1In
addition, this study describes a successful example of
innovative contracting by the Department of the Navy with a

state-of-the-art nonprofit participant.
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I. INTRODUCTION

A. BACKGROUND

The purpose of this research is to examine the Department
of the Navy's contracting sfforts with qualified nonprofit
agencies operating under the auspices of the National
Industries for the Blind (NIB) or NISH (formerly called the
National Industries for the Severely Handicapped).  The
Javits-Wagner-O'Day Act {P.L. 92-28) establishes the legal
framework for this unique program, linking these nonprofit
agencies in partnership with Federal procuring activities as
their mandatory source of supply for designated commodities
and services. Under the Program, delivery orders are awarded
on a non-~competitive basis to the participating agencies.

To qualify for participation under the Act, a nonprofit
agency (hereinafter, also referred to as a qualified workshop,
sheltered workshop, work center, or simply workshop) must be
legally recognized under Federal or state statutes, and be
operated for the benefit of individuals who are blind or
otherwise severely disabled. To qualify as a nonprofit agency
for the blind, the workshop must employ persons who are blind
for not less than 75 percent of the direct labor man-hours it
requires to manufacture {ts commodities, or provide its

services. Likewise, a qualified work center for the severely




disabled must employ personnel with severe disabilities other
than blindness at no less than the same minimum threshold, 75
percent of the direct labor hours. These conditions must be
maintained in the production or provision of all their
commodities and services and not just those items procured
under the Program. [Ref. 48:gec. 51-1.2]

This research also examines the technological advances
achieved by nonprofit agencies through the use of computer
aided design, computer aided manufacture (CAD/CAM) systems.
Additionally, it studies a unique and innovative business
arrangement that serves as a model of contract efficiency and
effectiveness for possible Navy-wide implementation. Finally,
it addresses the socioeconomic impact and benefits realized

from a stable buyer-seller relationship.

B. RESEARCH OBJECTIVES
The primary research question is:
Does the Department of the Navy effectively contract
with the qualified nonprofit agencies of the Javits-
wagner-0O'Day (JWOD) Program, and is this relationship
meeting the intent of the Javits-Wagner-O'Day Act
(P.L. 92~28)7
The following subsidiary questions were considered
integral to the proper conduct of the research and are
presented for the benefit of the Government contracting
community.
e What is the intent of the JWOD Act and what are the

responsibilities of the President's Committee for Purchase
from the Blind and Other Severely Handicapped?




 What commodity g¢groups experienca the most Government
contract action and what ¢groups experience little or no
action?

* What are the principal barriers encountered when trying to
expand the workshops' commodity base?

¢ What actions are required of the Federal Government in
order to overcome the barriers and enhance workshop
participation in Government contracting?

* What impact doas NIB/NISH have cn the DoD industrial base
and specifically on small business?

* What benefits could be attained from improved contract

relations with NIB/NISH workshops?
C. SCOPE OF THE THESIS

This thesis is designed to give the reader a broad
overview of the intent and benefits of the Javits-Wagner-0O'Day
Program. It is recognized that an undertaking of this size
and scope does not easily iend itself to a detailed discussion
of the topics covered herein. It is also recognized that many
of the chapters presented could, in themselves, provide a
legitimate thesis topic. However, it was determined that a
general overview of the entire program would be more
beneficial to the acquisition community at this time.

Accordingly, the areas include but are not limited to:
the intent of the JWOD Act, a study as to whether the
workshops are meeting the intent of the law, and the impact of
NIB/NISH on the smal! business community. Additional research
areas include the types of commodities currently manufactured

in the workshops, tha barriers to enlarging the commodity




base, the technological advances made possible through CAD/CAM
systems, the future goals of NIB/NISH, and the benefits of

contracting with a mandatory source.

D. RESEARCH METHODOLOGY

In order to properly study this topic, it was necessary to
use three distinct research methods to collect data. The
first method, the comprehensive examination of applicable
literature, was specifically used to gather information
concerning the governing statutes, the published goals and
objectives, and the historical facts. As such, this
information was used in Chapter 1I, to lay the foundation for
the thesis question regarding the intent of the JWOD Act.

Additionally, a literary search was also used to obtain
information about CAD/CAM equipment and procedures. This
information will be discussed in Chapter III regarding the
evolution of stereotyped blind workshops from "mop-makers” to
state-of-the-art manufacturing plants.

The second method used to gather research information was
to conduct interviews (personal or telephonic) with NIB/NISH
executives and members of the President's Committee for
Purchase from the Blind and Other Severely Handicapped. The
intent of the interviews was to gain insight into the initial
and current goals and objectives of the Javits-Wagner-O'Day
Program. Predominately, the interviews centerad on: (1) the

identification of the barrjiers that must be overcome in order




to contract with the Federal Government, (2) a discussion of
the strategies or processes used to overcome those barriers,
and (3) the opinion of the person interviewed concerning the
moat effective approaches used to overcome the barriers within
their organization. Finally, the executives were asked tc
share their ideas and projections for NIB/NISH future
relations with the Department of Defense, specifically the
Department of the Navy.

Similar interviews were held with Government Contracting
Officers. The intent of the interviews and the focus of the
information gathered was to identify those areas that deter or
hinder the Government from actively seeking out, and
aggressively pursuing "partnerships" with NIB/NISH workshops.
Furthermore, the benefits of the Program were discussed
including: controlled pricing, reduced procurement
administrative lead time (PALT), partnership potential (a
chance to realize W. Edwards Deming's TQM goals after all),
and more responsive delivery schedules.

The third method used to gather data was an on-site visit
to a NIB workshop, A.P. Mills Industries for the Blind in
Memphis, Tennessee, that contracts with the Naval Supply
Center, Charleston, South Carolina and the Mare Island Naval
Shipyard in California. A. P. Mills was chosen to illustrate
the innovation 1in contracting that is currently being
recognized within the parameters of the Javits-Wagner-0'Day

Act. It has overcome the barriers that previously existed for



worksheps that wanted to provide high tech, high precision
machined parts to the Navy. The key is the unique contract
arrangement agreed to by the National Industries for the Blind

and the Department of the Navy.

£. ORGANIZATION OF THE STUDY

The research is presented in such a way as to allow the
reader an opportunity to gain an understanding of the Javits-
Wagner-0'Day Program, its evolution to the present day., and
its impact on Government contracting and the small business
community. In so doing, the research is organized into the

seven additional chapters described below:

Chapter II: Laws and Regulations - Establishment of
the legal framework, discussion of the

law’s intent, discussion of the law's
affect on pricing, establishment of the
President's Committee for Purchase from
the Blind and Other Severely Handicapped,
discussion of the Federal Register and the
mandatory Procurement List

Chapter I1I: Evolution of the Workshops - Initial goals
of the National Industries for the Blind

and NISH, initial commodities,
technclogical improvements (CAD/CAM) ,
current goals and commodities, and future
goals

Chapter 1IV: Barriers to Government Contracting -
Overcoming the stereotype of a mop-maker,

enlarging the commodity Dbase, and
Government risk

Chapter V: Contracting Innovation, A Government Mode)

Discussion of the unique contracting
efforte between Naval Supply Center,
Charleston SC and A.P. Mills Industries
for the Blind, Memphis TN




Chapter VI: Socioeconomic Impact - JWOD's impact on
the industrial base, specifically the

small business community, and the impact
on the blind and other severely disabled
community

Chapter VII: Benefits - Government partnerships,
quality., Iimproved deiivery schedules,
reduced PALT, reduced oversight, improved
standards of living fcr blind and disabled
persons, and increased federal tax
revenues

Chapter VIII: Conclusicns and Recommendations - Summary,
answers to research questions,
conclusions, recommendations, ~and
additional areas of research

F. BENEFITS OF STUDY

The intent of this research is to provide the Department
of the Navy and specifically, the Naval Supply Systems Command
and Navy Hardware Commands, with a concise report on the
benefits that can be obtained from furthering our contracting
efforts with the NIB/NISH industry. With the austerity of
future defense budgets in mind, and with an eye towards
improved, innovative contracting, the potentials for
beneficial partnerships are limitless. The goal is to break
through the stereotyped image of persons with disabilities and
to focus on their productivity using state-of-the-art

technology. To date they are a national resource that is

grossly under utilized.



II. LAWS AND REGULATIONS

A. INTRODUCTION

This chapter discusses the establishment of the legal
framework governing the administration of the Javits-Wagner-
O'Day (JWOD) Program. The research will initially focus on
the law's origin and its intent. The chapter will then
progress into a discussion on the establishment of the
President's Committee for Purchase from the Blind and Other
Severely Handicapped, its public standing, and its
responsibilities.

Additionally, the chapter will address the law's impact
on the pricing of commodities and services offered by
nonprofit agencies employing people from the blind and cther
severely disabled communities. This effort will require a
discussion of the procedures for establishing a fair and
reasonable price, the role of the Federal Register, and the
importance of the mandatory Procurement List.

The research will conclude with a summary that reviews
the Program's intent and the fundamental procedures for
establishing a commodity or service on the Program's
Procurement List. It is the researcher's intention to provide
insight into the strategic aspects of the Javits-Wagner-0'Day

Program and in so doing, stimulate Contracting Officers to




consider expanding the role of the Program within their

contracting shops.

B. THE ORIGIN AND INTENT OF THE JAVITS-WAGNER-O'DAY PROGRAM

Contracting with nonprofit agencies is, and has been, a
special interest item of the Federal Government for many
vears. As such, the United States Congress frequently
implements policy to define, establish, and regulate federal
programs with these agencies. The legislative framework that
defines the relationship between the Government and certain
nonprofit agencies guided by the National Industries for the
Blind, or NISH, is embodied in the provisions of the Javits-
Wagner-O'Day Act of 1971.

The Javits-Waqner-O'Dayphct was initially enacted in 1938
as the Wagner-0O'Day Act. The legislative action was passed as
a direct result of intensive lobbying efforts by the American
Foundation for the Blind, the Industrial Home for the Blind,
and the American Association of Workers for the Blind. Dr.
Robert Irwin, the Executive Director of the American
Foundation for the Blind and Peter Salmon, Assistant Director
of the Industrial Home for the Blind spearheaded the movement
and were instrumental in its eventual success. Together, they
shared the common vision that persons who are blind can
possess the professional attributes necessary to become
contributing members of society. They took the fight to

Washington, DC where they proclaimed that workshops for the



blind could become economically viable businesses if they were
given access to the Government's business. Their cause was
aided by the fact that both men were highly regarded
professionals, both men were blind, and both men champlioned a
plan that would make a non-productive segment of society,
self-sufficient. [Ref. 24:p. 6]

In 1938, the Congress reacted to their efforts by passing
the uniquely structured Wagner-O'Day Act. The iaw was more
renown for what it did not do than for what it did do. For
example, it did not create a set-aside program guaranteeing
Government contracts to blind industriee, nor did it secure
federal monies to be distributed in the form of welfare-type
grants. The Act merely afforded qualifying nonprofit agencies
for the blind an opportunity to sell to the Government.

Therefore, the Wagner-O'Day Act invited the industries
for the blind to compete with other known sources of supply.
I1f they could manufacture a quality product, at a competitive
price, within the constraints of the delivery schedule, the
Government would agree to purchase their products. Contrasted
with the socioeconomic programs established during the past
two decades, the provisions of the Wagner-0'Day Act are harsh.
However, it was not the intention of the Government in 1938 to
create a charity program under the guise of an industrial
contractor. If the quality was not at the level specified in
the contract, or if the product was not delivered on time, the

Government was under no obligation to accept the product.
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Furthermore, if the prices offered by the workshops were not
competitive with commercial sources, the Government was not
required to award them the contract. [Ref. 24:p. 6]

In June of 1971, the Wagner-O'Day Act was amended to
extend its provision for Government procurement from agencies
employing the blind, to include the purchase of goods and
services produced by qualifying agencies employing individuals
with other severe disabilities. The Act, Javits-Wagner-O'Day
(Public Law 92-28) called for the establiskhment of a committee
to be known as the Committee for Purchase from the Blind and

Other Severely Handicapped.

c. THE COMMITTEE

The Committee is comprised of fifteen members: eleven
Government employees and four non-Government employees. All
fifteen Committee persons are presidentially appointed. The
eleven Government positions are required to be filled by an
officer or employee representing each of the following Federal
procuring agencies: the Department of Agriculture, the
Department of Defense, the Department of the Army, the
Department of the Navy, the Department of the Air Force, the
Department of Health, Education, and Welfare, the Department
of Commerce, the Veterans' Administration, the Department of
Justice, the Department of Labor, and the General Services

Administration.

11




In addition to the Government representatives, the
Committee's membership includes four private citizens: one
member to provide insight into the inherent challenges and
difficulties of employing the blind; one member conversant
with the inherent challenges and difficulties of employing
individuals with other severe disablilities; one member to
represent the special interests of employees who are blind,
and the final committee member to represent the special
interests of employees with other severe disabilities.

[Ref. 50:sec. 1]

The primary objective of the Committee is to maintain
program oversight and evaluate program effectiveness to
further the objectives of the Javits-Wagner-O'Day Act. To
accomplish this task, the Committee has drafted additional
policies and procedures to ensure that individual workshops
comply with the intent of the Act. In addition, the Committee
monitors the procuring activities of federal agencies to
ensure that, when applicable, they are purchasing their
products and servicee "off the list".

The Committee is also designed to provide assistance to
Government entities as well as JWOD's nonprofit agencies.
Federal agencies benefit from the Committee's surveillance of
the goods and services they buy. The Committee determines
which items could be supplied by the Program's nonprofit
agencies and makes recommandations to the Government to help

them expand their JWOD procurement actions. The JWOD industry

12




benefits from a wide range of assistance provided by the
Conmi ttee. This assistance spans from in-depth technical
support, including scientific studies to fair market pricing
support.

In addition, the Committee must ensure that Government
orders for commodities and services are equitably distributed
among the qualifying workshops. It is highly plausible that
several of these independently operated workshops manufacture
the same commodities. Likewise, several geographically
separated work centers may provide similar services. The
dilemma faced by the Committee then, is how to allocate the
Government's business in a fair and reasonable manner.

The Act, itself, provides a solution. It requires the
Committee to designate a central nonprofit agency to
coordinate contract distribution among the various workshops.
Therefore, in response to this requirement, the Committee
chose the National Industries for the Blind (NIB) to represent
nonprofit agencies employing the blind and the National
Industries for the Severely Handicapped (NISH) to represent
qualifying agencies employing individuals with other severe
disabilities.

Finally, the Act requires the Committee to establish and
publish an annual procurenent list which indicates which goods
and services are previded to the Federal Government by the
various qualified workshops. These items are mandatory for

purchase by the Federal Government. Inherent to the proper

13



maintenance of the list, the Committee is given authority to

add to or delete from the list, goods or services as required.

D. THE PROCUREMENT LIST

The list identifies each commodity by nomenclature and
assigns it a national stock number or other item designation
number. It also provides the reader with a brief item
description, specifies the item's drawing number or
specification, and when necessary, indicates the limitatijons
on the commodity's procurement. For services, the list
identifies the type of service, and the Government activity
designated to procure the service or the geographical area to
be serviced.

All national stock numbered (NSN) commodities identified
in the Procurement List are covered by the Javits-Wagner-O'Day
Act's "mandatory buy" provisions. In some cases, however, the
JWOD industry does not have the capacity to fulfill all of the
Government's demands. In other cases. the Government may
limit the supply of JWOD-produced goods and services in order
to preclude adverse impacts to other socioeconomic programs.
These items, then, are identified by the insertion of the word
"Note:" within the item description block, followed by the
restriction. For example, a universal safety test lead set,
NSN 6625-01-121-0510, notes that only "508% of the Government's
requirements” shall be supplied by the JWOD industry. Other

restrictions may limit the procurement to specific Government
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activities (e.g., wiping cloth, 6532-LL-N83-0490, Norfolk
Naval Shipvard only) or procurement zones (e.g., wood desk,
7110-01-148-2410, Zones 2 and 3 only). For such designated
items, the mandatory provision of the Act applies only to the
portion of the commodity indicated in the restriction.

For service-type items, the mandatory provisicns apply
only to the Government activity, or the geographical area,
published in the list. For example, the service, machining
parts, identifies the Department of Navy, and more
specifically, Mare Island Naval Shipyard, Vallejo, Californiez,
and Navai Supply Center, Charleston, South Carolina, as the
only two Government activities authorized to procure the
service from the National Industries for the Blind. If
however, the list neither identifies a Government activity nor
publishes a geographical area to be served, the mandatory buy
provisions established by the Javits-Wagner-O'Day Act are
considered to include the total requirements of the Government
for that particular service. [Ref. 12:p. 72]

1. Additions to the Procurement List

The process of adding a commodity or service to the
Procurement list is straightforward, yet time consuming.
Depending on the complexity of the {tem and the determination
of a fair and reasonable price, the process can take up to 12
months for services and 24 months for commodities. There are

12 steps necessary to add a line item to the list. The steps
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described below equally divide the responsibilities between
the central nonprofit agencies (NIB/NISH) and their respective
nonprofit workshops, and the Committee for Purchase from the
Blind and Other Severely Handicapped. [Ref. 12:p. i)
a. NIB/NISH and Nonprofit Workshop
Responsibilities
(1) Identify the Item
The central nonprofit agency (CNA) or a
qualified agency of the JWOD industrial base is responsible
for reviewing Government requirements and identifying goods or
services for possible inclusion on the list. Additionally, a
Federal procuring activity may recommend an item to the CNA
for future supply under the JWOD Program.
(2) Conduct Preliminary Investigation
The CNA must review a copy of the
Government's solicitation and all applicable specifications
and drawings to determine the potential for supply under the
JWOD Program. If the results of the review are favorable, the
CNA must work with the appropriate nonprofit agency to
determine its capacity to supply the item.
(3) Request a Waiver (if applicable)
The Federal Prison Industries, Inc. (FPI)
is granted priority, under the provisions of section 4124 of

title 18, United States Code, over JWOD agencies in the

manufacture and subsequent sale of commnodities to the
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Government. Therefore, NIB or NISH must request and receive
a waiver clearance from FPI before continuing the addition
process. Likewise, NIB-sponsored agencies have priority over
NISH-sponsored agencies in the production and sale of
commodities. Consequently, NISH is required %o obtain a
waiver from NIB before it can seriously consider an item for
future provision. It is noteworthy that should NIB exercise
ite priority rights, it must complete the necessary steps to
add the commodity to the Procurement List within nine months
of its assignment by the Committee. If NIB fails in this
regard, and no excuse is offered for the delay, the Committee
must reassign the item to NISH. [Ref. 48:sec. 51-2]
(4) Assess the Impact of the Addition
The CNA must also determine the impact of
the proposed addition on the current or most recent supplier.
Data concerning the addition's repercussions on the current
supplier's sales base, and the supplier's dependency on the
commodity or service for financial stability, must accompany
the request for consideration to the Committee. Furthermore,
the CNA must weigh the impact of the item's addition on any
other Government program and forward its findings on to the
Committee for review.
(5) Inspect the Nonprofit Agency or Workshop
The CNA must then inspect the proposed

workshop to ensure that it has the ability to perform



satisfactorily. To determine it as a responsible source, the
CNA shall review the agency's financial and technical
capacity, 1its personnel qualifications, and its overall
ability to supply the Government's needs within a reasonable
time period. This may also include a review of the agency's
quality control or inspection systems to ensure compliance
with rigid Government specitications such as MIL~Q-9858A or
MIL-I-45208A.
(6) Forward the Proposal for Review

The CNA's final step in the process is to
prepare a reasonable price estimate and forward the proposal
and supporting documentation to the Committee for review. 1In
most cases, the CNA must review all applicable data pertaining
to the commodity or service and with additional assistance
from the procuring agencies, recommend a fair market price to
the Committee.

b. Committee Responsibilities
(1) Review the Proposal

The Committee staff members review the
package received from the CNA and evaluate the impact of the
proposed addition and its proposed price. If the item is a
service, the cost and pricing information is forwarded to the

proposed contracting activity for review and comment.
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(2) Regquest Government Inspection

The staff procesd to request the

appropriate Government procuring activity to inspect the
nonprofit agency in order to determine its ability to provide
the goods or service. 1In many cases the procuring activity
will delegate this responsibility to the cognizant contract
administration office. The results of the inspection are
forwarded to the Committee staff for evaluation against the
information provided by the CNA. ‘
(2) Announce the Proposed Addition

Once the staff is satisfied that the
proposed addition is suitable for provision by a JWOD agency.
it must announce the Government's intention in the Federal
Register for public review and comment. The announcement must
be publicized at least 30 days prior to the Committee's review
of the jtem for addition to the Procurement List. This
provision allows any commercial interest which may have cause
to object, the opportunity to present its case to the
Committee before the proposed action is ratified.

(4) Complete the Investigation

The staff complete their investigation of
the proposal by reviewing all substantive comments received as
a result of the annouincement in the Federal Register. The

entire package, including a recommendation for approval or
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disapproval, is then forwarded to the Committee members for
consideration.
(5) Make the bDecision

The Committee then reviews the package.
considers the recommendation and either approves or
disapproves the proposed addition. If the addition is
disapproved, the process is terminated. If the Committee
approves the addition, one final stsp must be accomplished.

(6) Announce the Decision

The approved addition to the Procurement
List must be announced in the Federal Register. The addition
becomes effective 30 days after the announcement, and the
designated nonprofit agency may then begin providing the item
to the appiicable Government activities. As a final note, an
interested party may request reconsideration of a Committee
decision by submitting, in writing, all facts that would
justify the Committee's modifying or reversing its previous
decision. [Ref. 48:8ec. 51-2.7]

2. Exceptions to the Procurement List
Purchase exceptions may be granted by the governing

central nonprofit agency. These waivers provide Government
procuring activities with the abiiity to purchase a commodity
or service directly from a commercial source. However, two
conditions muast be met before an exception can be granted:

{1) the central nonprofit agency cannot provide the gquantity
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required to satisfy the Government's order within the required
time frames, and (2) the commodity or service is available in
sufficient quantities in the commercial marketplace to fulfill
the Government's requirements. Additionally, it must be
deliverable at an earlier time than it could become available
from the participating JWOD workehop. I[Ref. 48:sec. 5-2]

The governing central nonprofit agency also reserves
the right to grant an exception when the quantity ordered by
the Government is beiow the economicai production quantiiy of
a workshop. Hence, when either the item cannot he provided in
a timely manner, or the quantities ordered are economically
impractical, NIB or NISH must grant an exception in a timely
manner. These requirements were established in order to
prevent unreasonable delays in the purchasing activity's
procurement process.

Additional <uidance is implemented through the
directives promulgated in Chapter 51 of the Code of Federal
Regulations (CFR). Specifically, the CFR establishes controls
on Goveriment purchasing activities in order to preclude their
abuse of the erception system. It requires all commercial
orders to be placed within 15 days of the date the exception
is granted. A copy of the contract or purchase order
confirmirig the commercial buy must be provided to the central

nonprofit agency granting the exception.
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E. ADMINISTRATIVE SUPPORT - THE FEDERAL ACQUISITION

REGULATION

Reinforcing the requirements of Public Law 92-28, the
Office of Federal Procurement Policy identified the purchase
of commodities and services from quaiified nonprofit agencies
participating in the JWOD Program as one of the seven
authorized exceptions to full and open competition. The
Federal Acquisition Regulation (FAR) lists the Program as the
fifth exception and states:

Full and open competition need not be provided for when a
statute expressly authorizes or requires that the
acquisition be made through another agency or from a
specified source. [Ref. 49:para. 6.302-5]

This provision is noteworthy. Furthermore, the FAR
generally requires contracts awarded on a non-competitive
basis to be supported by a written justification and approval.
This requirement would impose an administrative burden on the
Contracting Officer each time he/she desired to use the
Procurement List. The result, unquestionably, would create a
very negative incentive to the effective functioning of the
JWOD Program.

Therefore, in order to eliminate the unwanted and
unintended burden this would cause when contracting under the
JWOD umbrella, the FAR has exempted the "J&A" requirement
specifically for qualified nonprofit agencies for the blind

and other severely disabled.
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F. SUMMARY

The Javits-Wagner-0O'Day Act (Public Law 92-28) was
originally enacted as the Wagner-O'Day Act in 1938 to provide
an opportunity for blind workshops to compete for Government
contracts. Since that time, the intent of the law has been
expanded to include all qualifying nonprofit agencies
employing people who are blind or have other severe
disabilities.

The Committee for Purchase from the Blind and Other
Severely Handicapped is designated as the controlling body to
ensure that both the JWOD industry and the Government comply
with the requirements and intent of the Program. It is
responsible for determining which commodities and services are
appropriate for provision under the Program and for publishing
the annual Procurement List. The Committee is also tasked
with determining the fairness of the price associated with
each item. 1In most cases, the Committee relies on the two
central nonprofit agencies, the National Industries for the
Blind and NISH, to review the applicable data pertaining to a
commodity or service and to recommend a fair market price to
the Committee.

Prior to its addition to the Procurement List, an item is
published in the Federal Register along with a notice of the
Government's intention to make it a mandatory source item
under the Javits-Wagner-O'day Act. This announcement allows

the general public an opportunity to comment on the addition's
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impact, if any, to private industry. All legitimate concerns
are considered by the Committee during the approval process
and, if it is determined that the addition will severely
impact the current or former supplier, the proposal has
historically been disapproved.

The intent of the Program is, therefore, to promote the
wel fare of individuals with disabilities through a mutually
beneficial business relationship between the Government and
the nonprofit agencies operating under the auspices of NIB and
NISH. This vision is gradually being achieved, but it
continues to require the aggressive oversight of the Committee
and the cooperation of the participating workshops and
Government procurement activities to ensure that small
business concerns are not severely impacted.

The next chapter will discuss the evolution of the
Program from its inception in 1938 to the present. The
primary areas of focus will include the development and
implementation of computer aided design, computer aided
manufacture (CAD/CAM) systems, the diversification of products
and sgervices, and the discussion of Program goals for the

1990's.
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III. EVOLUTION OF THE WORKSHOP

A. INTRODUCTION

This chapter highlights the development and expansion of
JWOD's participating agencies from the Program's beginnings in
1938 to the present day. As previously mentioned in Chapter
II, the law was originally established for the benefit of
nonprofit agencies supporting individuals who were blind. It
was not until three decades later that the statutes were
amended to include nonprofit agencies supporting individuals
with other severe disabilities. By that time, there had been
a tremendous growth in the number of commodities supplied to
the Government by the Program's participants. Accordingly,
the research will {llustrate this growth and identify
representative samples of the commodities and services
provided by the nonprofit agencies at selected periods
throughout the history of the Program.

At the same time the Program was diversifying its
commodity base and expanding its services, commercial industry
was researching into the potential for growth through the
applied use of computer technology in production assembly
lines. Therefore, the research will also discuss the
potential of computer aided design, computer aided manufacture

systems for use in production of selected JWOD commodities.
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Finally, the chapter will conclude with a look towards the
future and a discussion of planned goals and objectives for

the 1990's and beyond.

B. INITIAL GOALS OF THE WORKSHOPS

With the signing of the Wagner-0'Day Act in 1938, various
independently managed workshops were granted the right to
contract with the Government, provided they could fulfill the
Government's requirements within a reasonable amount of time.
It did not take very long for these same workshops to realize
the importance of coordinating their efforts in order to
successfully implement and expand the Program. Subsequently,
the workshops joined with another organization, the American
Foundation for the Blind, in an effort to establish a separate
structure to promote the welfare of individuals who were blind
and enhance the stability of the individual workshops. Their
efforts culminated in the establishment of the central
nonprofit agency known as the National Industries for the
Blind (NIB). [Ref. 24:p. 8]

From its inception, NIB has been dependent on the
workshops it serves for financing a larye portion ot its
operating costs. The same holds true for the central
nonprofit agency, NISH, which supports agencies employing the
severely disabled. The tunding comes in the form of a fee.
imposed on the individual participating firms. Lest this fee

system seem like an undue burden on the Program, it should be
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noted that the monies are used by the central nonprofit
agencies to finance efforts to cultivate potential additions
to the Procurement List. The items would then be available
for future provision by these same workshops.

It is also noteworthy that the amount of the fee to be
charged by NIB or NISH 1is regulated, by statute, by the
Committee for Purchase from the Blind and Other Severely
Handicapped. Thus, the system is designed to protect the
workshops from unreasonably high fees charged by their
respective central nonprofit organization.

[Ref. 24:s8ec. 51-3.5]

C. DIVERSIFICATION OF COMMODITIES

In 1938, the Program's initial year, only two commodities
were offered to the Government: mops and brooms. Contracts
worth nearly $220,000 were awarded by the Government to 36
existing workshops. This modest beginning consequantially
tranglated into a fierce determination to succeed for all the
Program's major plavers. Throughout the year, the Committee
and NIBE worked with individual workshops to expand the
Program. Their success in early contract arrangements added
momentum to their cauce and stimulated increased interest by
a growing number of Federal agencies. As shown in Figure 3.1,
their attempts to diversify have culminated with considerable

success during the past two decades. [Ref. 24:pp. 8-11]
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19%
Sample Commodities
staff Sections
Tape Stiffener Assembly
Harness Assembly
Aircraft Safety Bolts
Caavas Bag Weights
Winterization Kits
Water Storage Bags

1980 Htting Kits
Sample Comodities Ball Valves
Slide Rule Casges Screwdrivar Sets
Circuit Cards Abrasive Nats
Message Droppers Amplifier Subassembly
Chock Assemblies Storage Cabinets
Wood Skids Polishing Machine Pads
Hechanic's Creepers Aeroso! Paint

Stepladders Mailing & Filling Yubes
Wood Wedges Identification Holders

Snow Fubces Sarvival Food Packets
Extension Cords Paper Towels
Flworescent Lights
lIodine Ampoules Sample Services
Spectacle Cases Adainistrative Service
Lead Test Sets Nachined Parts
Quartz Wall Clocks Cardboard Recovery
1810 Pine Disinfactant Carpet Cleaning
Sample Commodities Carwash
1360 Rylon Gun Slings Semple Services  Commissary Warehousing

Sumple Comvodities  Plastic Kuife Scabbard Grounds Naintenance Carrency Packaging
Canvas Berth Bottoms Automobile Seat Belts Seedling Harvesting  Document Destruction
Cotton Snrgical Drape Net Laundry Bags Catered Noon Neals Drill Skarpening

Mattress & Spring Set Nylon Yool Bags Laundry Janitorial/Mechanical
Cotton Pillowsases Tourniquets Mailing Shipping Pacility Ops
Fiber Door Mats 0il1 Analysis Kits Janitorial Postal Center Ops
Scatter Rugs Bulletin Boards Food Service Gift Shop Operations
Ironing Board Covers Ballpoint Pens Keypunch Operations Pallet Repair
Floor Sweeping Brush Paper Trimmers Fils Developing Parts Sorting
1 Nailing Bags Mava! Signal Plags Rebuilding Auto Parts Photocopying
Sample Coamodities Aprons Parachate Bags Purniture Rehab Pubs Distribution
Brooms Web Belts Duffel Bags Mattress Rehab Rubber Repair
Nops Cotton Diapers Alumines Ash frays Typewriter Repair Seving

Figure 3.1 - Diversification of JWOD Commodities and Services
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Attesting to its customer oriented service and its
provision of quality supplies, the Program added cver 400 line
items, at a value of $61 million, to the Procurement List in
fiscal year 1990 alone. Total Program sales reached $380
million. This accomplishment stands in sharp contrast to the
modest beginnings a half century ago and is attributable to
the professional dedication of the Committee, NIB, and NISH.
[Ref. 12:pp. 10-13]

D. TECHNOLOGICAL IMPROVEMENTS

To many people, and unfortunately many Government
contracting officers, the term "JWOD products" only brings to
mind thoughts of mops, brooms, and office supplies. Perhaps
it is a reflection of the Program's unpretentious start as mop
and broom makers. This is not to downgrade the importance of
janitorial products and office supplies, but rather serves to
emphasize a problem of stereotyping that can restrict
innovation.

Since 1938, the Program's qualifisd agencies have
continued to recognize unlimited growth potential with the
Government as their customer. They have broadenad thair
production efforts into Department of Defense unique items
such as nylon qun slings, parachute bags, and Navy signal
flags. Additionally, commercial standard items have been
developed, including automobile seat belts, surgical operating

caps, and ballpoint pens.
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SKILCRAFT, the registered trade name of the National
Industries for the Blind, can be found stenciled on office
supplies in virtually any Government office. Retractable
ballpoint pens, mechanical pencils, and felt tip pens and
markers are used by military and civilian personnel with the
same consistent results: high customer satisfaction. Added
to these items are a wide range of high quality office
supplies produced by NISH sponsored industries, including
binders, paper clips, calendar pads, and pocket planners.

By 1970, the industrial worlid recognized a new impetus to
automate manual systems, thus increasing quality and reducing
operating costs. Various NIB/NISH workshops faced with the
alternatives, automation or extinction, chose automation.
They acknowledged that in order to stay competitive with
commercial industry, they would have to leave behind their
simple press and punch machines and enter into the
sophisticated realm of automated manufacturing.

The new automation systems rely on computers, ranging in
size from mainframes to micrc processors, to help design and
modify an expanding range of products. This technology makes
it easier for JWOD's nonprofit agencies to remain responsive
to the changing demands of their customers. The new systems
also rely on computer-controlled machines to manufacture a
larger variety of parts without long, expensive set up

processes. These computerized systems emphasize flexibility,

efficiency and quality.
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The availability of powerful microcomputers and associated
graphics software has generated an unprecedented commitment to
the use of Computer Aided Design (CAD) technolngy. The main
purpose of CAD is to produce a definition of the part or
system in geometric terms and store that irnformation in a
database. This process subsequently allows the designer to
analyze and test the part, through mathematical models,
without incurring the costs formerly associated with design
tests that would have consumed or destroyed the part.

[Ref. 17:p. 14)

Once the design data have been entered into the computer,
engineering or production personnel can project a three
dimensicnal representation of the part ontc their display
monitor. The designer can then rotate the model on its axis
and thus, view the part from an unlimited number of angles.
If necessary, the part can be sliced through any axis thus
giving the designer a view of the part's interior that was
previously unavailable with manual drafting methods. Sub-
assemblies can be exploded into component parts with a mere
keystroke thus saving ccuntless hours of drafting time.

[Ref. 25:p. 90]

With computer aided design capabilities, JWOD's industrial
agencies have the ability to examine a part for defects prior
to the initial production run. This advantage allows the
designer to refine the coniiguration as necessary without

incurring the cost of scrapped defective parts. The dollars




saved using this technique directly reduces a workshop's
research and development costs, and thereby, improves the
competitive position ¢f that workshop. In today's tight
market, each competitive advantage realized by a firm can
potentially transiate into a contract award.

Under current CAD technology, a design engineer can use a
light stylus or a pen icon and modify the configuration
directly on the workstation's monitor. A mouse can also be
used to trace blueprints and transfer the drawings from paper
to a computer's database. An additional benefit of the
computer aided design system is the ease with which changes
can be made to the original drawing. Interfacing through a
stylus, inouse, or keyboard. the engineer can experiment with
design changes and observe the results on a part's mechanical
and operational characteristics. State-of-the-art CAD systens
identify the parameter changes and automatically redesign the
part. Obviously, workshop drafting hours can be dramatically
reduced during the redesign phases through the use of a CAD
system. [Ref. 17:p. 15]

If the revised drawing is not satisfactory, the designer
can exit the prograr without saving the changes, thus leaving
the original drawing intact. However, once an approved
revision is attained, it can be stored in the database for
future reference or experimentation.

A natural outgrowth of the CAD system is the Computer

Aided Manufacture (CAM) process. CAM encompasses a wide
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spectrum of machining systems including computer numsrically

controlied (CNC) machines and robotics.
The information specifying the genmetry of a part lis
needad to determine how a cutting machine, such as a
lathe, must be operated to shape the part. Traditionally,
the machinist set up his machine according to drawings
supplied by the designer; when numerically controlled
machine tools were introduced, the programmer, who
prepared the sequence of instructions still obtained
geometric information from drawings. Designers and
programmers soon raccgnized however, that the programmer
would get the part geometry directly from the data base
after it was entered into & computer by the designer, and
enginesring drawings could be eliminated. Indesd, in manry
circumstances, the programming of machine tool operation
is 80 routine that little human intervention is nacessary
once the part geometry is kxnown. [Ref. 20:p. 117]

The emergence of CAD/CAM processes in the JWOR industry,
enables individuals who are blind or have other severe
disabilities to manufacture job shop products that until
recently were bevond thelr capability. However, the
development cf these svetems is not without its challenges to
the Program's proiduction engineering specialists. Their goal
is to create highliy efficient production iines, and at the
gsame time, maximize the number of jobs that can be created for
the Program's participants.

Consequently, many workshops have determined that the
optimal mix of human resources ani capital is encompassed in
the computer numerically controlled (CNC) system. Digitized
information stored in the computer's database directe the
movement of the egquipment and contrels where and what rize
Lole to drill, where to cut, and how many revolutions to make

on a lathe to achieve the desired depth of cut. Once
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programmed, the cnly manual labor involved in operating the
machine entails moving the raw bar stock to the machine,
loading it on the machine, and unloading it when the machining
process is completed. Thie is a very repetitive task, which
when learned, can be efficiently performed by the workshops'
blind or severecly disabled employees. [Ref. 25:p. 440)

In summary, the use of a CAD/CAM system provides a
nonprofit agency for the bhlind or severely disabled with an
overriding ability to remain competitive with commercial job
ghops through improved process planning, efficiency and
productivity. CAD dramatically reduces the hours and steps
involved in the design process by transferring the labor
intensive task of redesigning and drafting from the draftsman
to the conputer. Similarly, CAM significantly imprcves
quality over the earlier, manually operated machines.
Therefore, fewer parts are rejected, production processes are
standardized, and rework and scrap costs can be reduced.

From the Navy's viewpoint, workshops operating under a
CAD/CAM system offer unique opportunities to strengthen the
buyer-seller relationship and stabilize delivery schedules.
Stabilization of the industrial base is and has been of
paramount importance to the Department c¢f Defense. The large
inventories that are held as a contingency against quality
problems and late deliveries could conceivably be reduced {f
not ecliminated under this Program. 1In addition to reduced

irventory carrying costs, the Navy could also roalize reduced
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material handling costs and inspection costs. These and other
benefits will be discussed in greater detail in Chapter VII,

Benefits.

E. éUTURE GOALS

What does the future hold for the Program and what are the
objectives of the major players? The answer to hoth questions
is the same as it would have been had the question been asked
in 1938 when NIB was formed, or in 1971 when NISH was
established: every blind or severely disabled American who
wants to work and lead a more useful, productive life should
be given that chance. The Committee and the central nonprofit
agencies have set their priorities to make the right
investments in time, money and resources in order to allow
people with severe disabilities to lead as normal a life as
possible. [Ref. 27]

The remainder of this chapter highlights the major goals
and strategies of the principal participants. Because ¢f the
uncertainties introduced by the defense budget cuts and
subsequent base closures, the strategies for achieving these
goals may change, but the fundamental concepts remain valid.

1. Continue with Innovation

Towards this end, the central nonprofit agencies
congistently review the methods of operation and training
applications employed by their participating firms in order to

further expand the rance of commodities and services offered
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to the Government. As previously discussed, the key to
effective expansion is to remain competitive and provide
quality products and service to the customer. Fortunately,
~the advent of computerized systems has provided the JWOD
industry with a latchkey to open areas of business previously
"locked" to people with severe disabilities. Machines can now
be programmed to assist the operator in the performance of
his/her work and can be operated by a more vocationally-
limited workforce. [Ref. 32:p. 16} |
2. Mainstream Rehabilitated JWOD Employees

Unquestionably, this goal provided a most interesting
and diverse set of insights into the objectives of the Program
as seen from a layered perspective. During interviews with
various executives at the central nonprefit agency level, the
idea of mainstreaming JWOD employees into the commercial world
was supported but not emphasized. The reagons for the
downplay in what is apparently a worthy goal are both valid
and logical. Any worthwhile goal must be measured in order to
determine its accomplishments. The question then arises as to
how to establish an effective target, and how to measure the
graduation of employees from the Program into commercial
employment.

The concerns expressed during the interviews revolved
around the potential for bias against those individuals who

had such severe disabilities that they may never graduate from
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the Program. If goals are set, they are made to be met or
exceeded. If a person would not likely contribute towards
achieving that goal, they possibly would not be accepted into
the Program. The ia3ar of this type of reasoning runs counter
to the very premise on which the Program was originally
established. Therefore, the executives interviewed at both
NIB and NISH, while encouraging Corporate America to provide
employment opportunities to those individuals who have trained
within their work centers, consider the act of mainstreaming
to be a secondary goal if a goal at all. [Ref. 26]

A second reason for not fully embracing the
mainstreaming goal is the fact that individuals with blindness
or other severe disabilities tend to be transportationally
less mobile. In many cases it is infeasible to expect the
JWOD employee to commute, sometimes changing buses, trains, or
subways in order to get to their job in an adjacent city.
Furthermors, many work centers are located in rural
environments where they are the community's largest industry.
For all practical purposas, the work center's employees are
working for the community's optimal employer. [Ref. 22]

A contrasting view was offered by the Director of a
participating work center who strongly advocated the goal of
mainstreaming rehabilitated employees into the commercial
world. His reasons for advocating the transition were as
sound and logical as those that previously encouraged caution.

From his viewpoint, the goals of increased employment and
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mainstreaming went hand in hand. If workshop employees could
be trained to effectively operate commercial equipment and be
taught high standards of work ethics, then the prospects were
favorable that the employee could secure employment in the
open market. The results of such a plan are more job
opportunities for people with severe disabilities.
Individuals who are disabled and untrained, £fill waiting lists
earnestly desiring the opportunity to join the Program and
learn marketable skills. Granted, some individuals will never
reach the point of skill development required in the
commercial worid. However, for those who have the potential
to succeed and become mainstreamed, every effort should be
made to encourage them to become employees of corporations,
large and small. ([Ref. 6]

The two viewpoints expressed in the preceding
paragraphs are diverse yet they both proceed from the sama
basic philosophy and desire. Both views wish to increase the
employment opportunities for severely disabled Americans and
both processes are succeeding, each in its own way.

3. Increased Government Participation

It is intuitive that the nonprofit work centers of the
Program would desire increased participation by Government
agencies. After all, increased participation equates to more
employment opportunities for individuals who are blind or are

otherwise severely disabled, and this supports the Program's
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underlying objective. Fortunately, the Government, especially
the Department of Defense, is also interested in expanding its
role in the Program. The benefits of a stable, high quality
supplier are more appreciated and more highly desired now,
during this present period of defense downsizing which
sequentially includes the downsizing of the defense industrial
base.

Concerns were expressed, however, during interviews
with some Government contracting personnel, that the
readjustment period could impact even those industries that
enjoy a mandatory source relationship with the Government.
The primary area of .concern is the fluctuation in workload at
Government contracting offices in response to the decreased
defense budget and the downsizing of the military. For
example, Shipyards, which in the past catered to ships in need
of overhaul and upgrades, are seeing those same ghips
"retired" rather than expend the necessary resources to
refurbish them. Similar examples could be found in all the
Services. [Ref. 29]

Consequently, purchase requests for supplies are not
only submitted for smaller quantities, but also at less
frequent intervals. For those JWOD industries who have
structured their business base around the military, the
possibility of forced employee layoffs looms large in the very
near future. The effects of these layoffs could be especially

detrimental to the Program participants. Because 75 percent
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of the direct labor expended in the production of supplies
must be provided by individuals with severe disabilities,
repetition is vital to the learning experience and work center
productivity. In the past, Government work has been the
anchor of predictable on-going production. The present
pattern of ‘"spikes" and "doldrums”" could result in a
relearning process every time a new order is placed.
Therefore, an effort is being made within the
Department of Defense to reemphasize the Program, the
Procurement List, and its gquality suppliers. Within the Navy,
area councils are beiny established to foster increased
support for the Program. The intention of the periodic
council meetings is to provide a forum for Government
contracting officers to recommend new requirements for
provision by JWOD's nonprofit workshops. As Navy-wide
participation increases, individual workshops should be able
to expand their customer base from a single shipvard, air
station, or weapons station, to several diverse customers, as
new suppiies and services are added to the Procurement List.

This action would amml;mmjte possible business spikes and

hopefully preclude the pe ol layoffs currently threatening

various workshops. Summarilyamihe goal is to increase Program
awareness within Government procurement offices in order to
preserve the process that provides the Government with high

quality products, in a timely manner.
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F. SUMMARY

From its very beginnings in 1938, the Program has sought
to provide empioyment opportunities for America's disabled
community. Thrcugh dedicated professionalism, and busines:
integrity, the initial workshops proved themeselves to be
viable suppliers of commodities such as mops and brooms. Once
the ccncept was proven succeasful, the energies of the
Committee and the central nonprofit agencies were then
refocused in the areas of innovation and product development.

With the expanded use of computer technology over the past
two decades, commcdities that were once considered too complex
and "off limits" to the Program have been introduced for
possible addition to the Procurement List. Computer aided
design and manufacture systems have opened the fieid of high
precision machined parts to any workshop that is willing to
invest in the nectessary capital equipment. These sgame
workshops now offer unique opportunities for the Government to
strengthen its buyer-seller relationship and stabilize the
delivery of critical machined repair parts.

Encouraged by the success and the benefits of the Program
thus far, both the Government and the participating nonprofit
agencies have set important goals for the future. For NIL and
NISH, the underlying objective is to provide meaningful
employment to every severely disabled individual who wishes to

work. For the Goverrment, the goal is to preserve a valuable
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program. Towards that end, the push for increased
productivity continues through innovative interaction.

Rehabilitation of the Program's employees is also
essential to the Program's continued success. However, the
importance of mainstreaming Program participants into
Corporate America's employment force is not considered the
ultimate goal by the central nonprofit agencies. A conscious
effort has been made to preclude any bias against individuals
who will never graduate from the workshops. This philosophy
keeps the concept of mainstreaming secondary to the goal of
providing employmant to all individuals, blind or otherwise
severely disabied, who desire a better life.

Finally, the Government has realized during the past
decade how valuable this Program is to its various agencies.
In addition to providing a social good, the Government is
benefitting from a buyer-seller relationship that operates on
the highest level of professionalism. The result is a
reliable supplier, capable of providing high quality parts and
services within reasonable time frames. For this reason the
Government, and especially the military, has a vested interest

in the future development and enhancement of this Program.
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IV. BARRIERS TO GOVERNMENT CONTRACTING

A. INTRODUCTION

This chapter seeks to identify the areas and processas
that act as barriers to the expansion of the Javits-Wagner-
O'Day Program. The methods used to gather the following
information included literary research, personal interviews,
telephonic interviews, and informal discussions with
Government contracting specialists/officers and business
executives.

This approach allowed the researcher to gain insights into
the Program's perceived inequities or failings from each major
participant's perspective. Therefore, each participant, the
Committee, the two central nonprofit agencies, NIB and NISH,
individual workshops, and Government contracting shops were
independently contacted in order to encourage uninhibited
opinions concerning the Program.

The result of the interviews and discussions were reviewed
and the most common and most critical observations are
recorded in the following pages. The most common barriers
dealt with institutional biases but also included complacency

and prejudices. Critical barriers tended to center around the

contracting process itself. 1In addition to reporting these




findings, recommendations will ke offered, where feasible, to

assist in the process of overcoming the barriers.

B. INSTITUTIONAL BIASES

Any new or innovative idea that travels contrary to the
normal processes usad to obtain a desired result will attract
a certain amount of prejudice from those who work within that
process. Government contracting is no exception to the rule.
Years of public scrutiny and Congressional intervention have
evolved into an atmosphere where contracting officers are
becoming extremely risk adverse at the expense of innovation
and progress.

The reality of the situation can be summarized by the
impression that the reader forms in his/her mird when the
words, "disabled" or "handicapped” are pregented.
Unquestionably, these words connotate something or someone
celow the norm. The Merriam-Webster Dictionary defines
handicap as a "disadvantage that makes achievement difficult".
These negative impressions are further aggravated by the
descriptive adjectives most often used to describe the extent
of the disability. Terms such as blindness, and other
disabilities categorized as severe, bias the customer against
the products or services offered by workshops employing these
people. The myth is that the quality of the product must be

inferior, when in fact, the quality is often times superior,
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especially whaen compared tc similar ictems available from
normal ccnmercjal sources.

In order to correct this unwarranted skepticism
surrovnding the Program, the Committee and the two central
nonprofit agencies have undertaken steps to promote a more
positive working environment. A major step haa been to
present a "people first" philosophy. It is intended that this
philcsophy carry through to the language used to represent the
people and organizations represented by the Program. Terms
such as "blind persons" or "handicapped persons" are gradually
transitioning to "people whc are blind" or "persons who have
disabilities". 1In this same vein, NISH recsntly changed its
official name from the National Industries for the Severely
Handicapped to its four letter acronym. This decision was
implemented only after great debate’invoivinq the potential
loss of goodwill associated with its name. [Ref. 44]

The idea behind the "people first" movement is to promote
the person rather than emphasive the disubility. However, all
participants recognize that the JWOD Act does provide
employment o«pportunities for those whose disability does
constitute a handicap, in that the disability has, for
whatever reason, preciuded competitive employment as an option
for those persons at this time. [Ref. 38:p. 3] The subtle
difference is that the handicap is agairst competitive

emplocyment, not the person.
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As far as the quality of the Program's products and
services are concerned, actions speak louder than words.
Virtually all Government procurement personnel who had
knowledge of the Program, praised the quality, timeliness of
delivery, and the customer service extended to them by tha
nonprofit agencies. Rear Admiral Daniel W. McKinnon, Jr.,
during his tenure as chief of the Navy Supply Corps, is
reported as stating, "Our experiences with buying items from
nonprofit agencies that are partners in this program have been

nothing short of fantastic”. I[Ref. 43:p. 18]

C. PERFORMANCE AND RESPONSIBILITY

One of the stipulations of the JwOD Act is that the
participating workshops, selected to provide commodities or
services to the Government, must be respornsive and
responsible. Therefors, there are certain categories of
supplies or services that do not lend themselves to efficient
provisrion by the workshops. This has certainly heen the case
in the past where precision manufacturing and measurements
performed by machinists victually eliininated participation by
the Program's agencies. However, as was reported in the
previous chapter, economical computer aided design and
computer alded manufacturing systems have more than
compencated fcr the disabilities of the employeas.

Whiie in some cases the antigquated perception as "mop and

brcom makers” stiill exists, it is rapidly being dispelled




through the semin&ars presenrted by NIB and NISH. However, in
other situations, it is not the category of service nor the
type of commodity that presents the barrier. KRather, it is
the size of the workload. Tfo illustrate this point, a
theoretical scenario will be presented that brefiles a large
military bass and a nonprofi* workshop. The scenario centers
around the solicitation for a fcod sarvica/mess management
service contract. While various Program participants have
demonstrated a proficiency in meas management contracts, this
particular scenario projecis a workload far in excess of any
contract awarded under the Program to date.

An approach to this situation could be to break out a
portion of the contract's requirements intc smaller, well
defined areas that are within the capabilities of the
workshops. This approach is plausible and might succeed.
Howaver, further examination of the risk involved places this
solution in jeopardy. For example, if the scullery operation
was broken out and awarded under the JWOD Pregram, the
Government risks losing a single point of contact for
performance matters through the diffusion of responsibility.
Who is responsible if the mess hall experiences a problem with
unclean dishes served on the food line? The contractor ia
charge of the serving line would likely point the finger at
the scullery operation while the scullery contractor would

likely counter that the dishes were clean when delivered to
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the service line. The Sovernmant is therefore placed in the
unenviable poegition of determining responzibkility.

Manpower inefficlencier are 2lso introduced through thia
type of hreakout scenario. For example, vagetable praeparation
personnel ccuid al3o be used tc clear tables If only one
contract was awerded. With the award of itwo zeparate
contrarsts, more personnel would have to be empioyed and this
could ccnceivably drive up the costs to the Governmant.

The essence of this discussion is that valid barriers to
performance can and do exist and size of workload is just one
example. Wheinn a contract requires a leve)l of performance
beyond the prosent capacity of the JWCD F.ogram, the award
should be made to a viable commercial firm. Jnder other
circumstances, the type of service or commodity requesied by
the dJGovernment presents a barrier to effective Program
participation. It is important to realize, however, that the
severity of this obs*acle 1is becoming less critical as
conputer ftechnclogy coantinues to expand into new areas of

implementation.

D. COMPLACENCY

In an effort to become more efficlient !p its contracting
functions, Government contracting activities have zlevated
standard onerating »rocedures and poilerplate processes to a
prominent role in 1ts dxy to day operations. The advantage of

these desk top aida is that much of ths discussion is taken
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out of routine contract processing. Procurement clerks can go
to the contract files. pull out an expiring contract, and use
it as the pattern to draft up the solicitation for the next
vear's award. Contract specialists, then review the package
and make all necessary revisions prior to distributing to
potential offerors. Unquestionably, the process is efficient.

However, the Dboilerplate process provides limited
opportunities for questioning the old approach and considering
new and innovative methods. Instead, what is foremost in the
minds of many contract specialists is the reduction of
contract backlogs and control of prccurement action lead
times. BAs long as effective contracts are awarded, and the
contract:.y shop‘s customers are satisfied, the "how" |is
relegated to a secondary position.

To cvercome this Dbarrier, contracting personnel must be
advised of the Dbenefits of the Program. Reduced
adminigtrative workload and reduced lead times are attractive

incentives to any production oriented activity.

E. FUNDING CONFIGURATIONS

The marner in which Government procurement functions are
funded cen have a significant impact on a Service's incentive
to expand 1its JWOD participation. There are certain
Government agencies that fund their contracting activities

through a process that ties workioad and complexity of

workload to the operational budget.




At the beginning of each fiscal year, a unit funding rate
is negotiated between the parent funding agency and its
subordinate contracting activities. The negotiated rate is
expressed in dollars and cents and is applied to points earned
as a result of actual accomplished work. The incentive behind
this method of funding is to encourage the efficient and
effective award of contracts. Simplifying the process for
discussion's sake, increased productivity is rewarded with
increased funding dollars. These earned dollars are the
primary source of funding for the contracting personnel's
payroll.

The problem with this process is that it presents a dis-
incentive to contracting activities to expand ‘their
procurements under the JWOD Program. The reason is quite
simple. Once an item is placed on the Procurement List, it
becomes a mandatory source item. If it is a mandatory source
item, no competition is required per Federal Acquisition
Regulation, Subpart 6.3. The lack of competition limits
negotiations, if required, to only one source. The result is
a decrease in complexity, which translate into reduced earned
points and thus a reduced operating budget.

To illustrate this point, the reader should consider the
award of a large dollar service type contract, with high
commercial interest. The service could be for grounds
maintenance or food service, and the contract contains the

base year and four option years. The contracting officer
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could conceivably receive 50 or more proposals, all of which
need tn be screened against the source selection criteria in
order to establish the competitive range. Negotiations, if
required, must then be conducted with each offeror within the
competitive range. The level of expertise required to award
the contract demands the professional knowledge and experience
of a GS-1102 contract specialist.

Continuing with this line of thought, the process can be
long and arduous. The points earned from the contract award
reflect the complexity of the buy and justly compensate the
buying activity for its effort. For example, let the total
points earned for the base year equal 15 points, with an
additional 15 points awarded for each option vear exercised.
Also assume that the annual negotiated rate is $100/point. 1If
the options are fully exercised, the contract would earn the
procurement shop $7,500 (75 points x $100/point).

The dis-incentive to Program expansion occurs when the
points are distributed to the JWOD awarded contracts. In the
eyes of the parent funding agency, the award carries none of
the uncertainties that made the commercial process complex.
The award process for the service contract discussed in the
preceding paragraphs may, under JWOD, only require a wage

determination review and a check with the contract

administration office to see {f any requirements have changed.
In many cases, a lower grade GS-1105 series person could make

the award. Therefore, the points earned through the contract
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award are significantly less under the Program, and
consequently the earned operating budget is less.

The contracting activities do not refute the simplicity of
the buy but they do insist that the present method creates
barriers to JWOD Program expansion. Contract specialists and
contracting officers alike, see themselves as working against
their own best interests. With each contract requirement that
is transitioned into the JWOD Program, they see themselves as
gradually being worked out of a job.

A plausible solution to this problem is to allow contracts
that transition to the JWOD Program to carry over the same
earned point totals as would have been gained if awarded
commercially. From the contracting activity's standpeint, it
would be able to use the more efficient JWOD process without
suffering funding cuts. From the parent agency's viewpoint,
the process would not cost any more dollars, but it would not
save any funding dollars either. This is an important point
because during the current austere budget environment,

*dollars saved" is taking on an increasingly important role.

F. PROFESSIONAL BIAS

The professionalism required to negotiate a difficult
contract and select the best source for award introduces its
own particular bias against the JWOD Program. There is much
to be said in favor of the conscientious contract specialist

who takes pride in his/her efforts and records those efforts
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in the completed contract award package. To that specialist,
it is apparent that the reason he was assigned the zontract
was beczuse a particular skill level was required to complete
the task, and that skill level was not present in the
activity's lower graded, less qualified procurement personnel.

To now take that challenging contract away from him and
give it to a less qualified procurement specialist 1is
perceived, in many cases, as a prefessicnal insult. It does
not matter that contract no longer requires the previous skill
level, if that fact is not translated to him.

In these circumstances, the specialist dces not fully
understand the fProgram's objectives and benefits, and
therefore tends to work against the Program instead of
allowing the Program to work for him. Each time a service or
commodity transitions to the JWOD Program, it would be wise
for the activity to explain the move in light c¢f its
streamlining benefitsn. Additionally, the activity should
explain to the specialist ti.at the revised package no longer
requires the level of exvertisa that it previously did. This
approach could win new Program advocaies in addition to

overcoming professional bias.

G. GOVERNMENT PROCUREMEN:. rROCESS
There are two procurement process areas that present
barriers to participation by JWOD industries in Government

contracts. The firat 1is the administrative workload
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assoclated with reading and understanding Government
solicitations, associated clauses, and specifications. The
second barrier is the workload spikes that are sometimes
associated with Government reguirements.

1. Solicitations, Clauses, and Specifications

Witnout question, the barrier most often cited by the
workshops is the crushing paperwork associatad with Government
contracts, especially when compared to comparable commercial
contracts. To many workshops, just understanding the
Government 's procurement rules and regulations is a barrier in
itoelf. Adding to the problem, however, is the fact that
these rules are incorporated into contracts through hundreds
of contract clauses.

This complaint should come as no surprise to the
reader. The same objections have been raised by mainstream
corporate America for the past few decades. The effect of
this administrative burden appears to cause decreased
production efficiency within industry, higher costs to the
Government, and very little payback in the form of quality,
professionalism, and workmanship.

Fortunately, recent commissions on Government
procurement have identified this burden and have called for a
raview of current acquisition 1rules and regulations.

Virtually every commission has called for the removal of
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unnecessarily complex and restrictive regulatioas in favor of
comparable commercial codes.
2. Workload Spikes

In order to become proficient in the performance of a
service cr the preduction of a commodity, a workshop must have
a relationship with the Government that provides a long term,
steady work effort. It must be remembered that at least 75
percent of a contract's direct labor hours are performed by
people who are blind or otherwise severely disabled. The fact
is that these employees can learn, but their rate of learning
is exceptionally dependent on the repetitive nature of the
work. If a steady work flow is mnot available %o the
employees, the learning process not only stops, it regresses.
What w2s learned in the recent past must be relearned because
it was not reinforced during the slack period.

The solution in this case is to carefully screen the
prospective commodities or services and determine their demand
frequency and demand volume. The results of the review should
be weighed in order to determine the potential effects on a
nonprofit agency's learning curve. Those items that require
a long period for learning and exhibit a sporadic demand
pattern should be approached with caution during the

ratification process.
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H. ECONOMIC BIAS

Recent studies by the General Accounting Office have
concliuded that there is no evidence to suppcrt zny allegations
that the Javits-Wagner-O'Day Act is having a measurable,
adverse impact on the small husinass community. [Ref. 47]
As discussed in Chapter 1II, the law requires each prospective
addition to the Procurement List to urndergo a review in order
to determire if ratification would cause a serious, adverse
impact on the current or most racent contractor. |

This system of oversight is axtremaly effective on an
individual lire item basis. However, the small business
community portends that the synergistic impact of the Program
as itams are added to the Procurement List, is significantly
shrinking the size of the playing field. This perception held
by nunerous smail businesses, could provide the impetus for

increzsed complaints and protests in the years to come.

I. SUMMARY

The barriers described in the previous paragraphs are
characteristic of an industrial environment that resists
change. The barriers can be classified into several separate
categories, including institutional barriers and procedural
barriers. Assocjated with insticiuticnal barriers are
complacency, professional bies and economic bias. Procedural

barriers include performance and capacity issues, funding
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configurations, and the generalized Government procuremant
process.

The institutional biases anéd professional prejudices are,
to a large extent, able to be overcome through an educatjonal
approach that targets Government &agenciaf and procurement
personnel, as well as JWOD workshops and their emplovaes. The
remaining barriers are more permanent and require a variety of
approaches in order to solve them. Streamlining Gcvernment
acquisition regulations gets at the heart ¢f the prccurement
process deficiencies. Reviewing funding configurations coul?d
identify unintentional barriers to the Program's expansion.
Finally, recognizing the potential of new computer aided
systems can be the first step in unlocking previously closed
areas for possible provision under the Program. The reader
should realize, however, that change is & slow and sometimes

painful process and it may take years before the efiscts of

these barriers are eliminated.




V. CONTRACTING INNOVATION - A GOVERNMENT MODEL

A. INTRODUCTION

Many critics of the defense acquisition system argue that
Congressional legislation and bureaucratic regulation have all
but paralyzed the defense industry. They point to failings in
the professional relationships between the Government and
industry, significant quality problems in delivered major
weapon systems, unconscionable cost overruns, and program
stretch-outs that have made the program's original time tables
unrecognizable.

Their solutions to these seemingly insurmountable problems
are nearly as predictable as the problemg they list. First
off, there is an immediate need to streamline the acquisition
process. It is imperative, they say, that the procurement
specialists, Government as well as !ndustry, be granted more
flexibility during the procurement process. Flexibility, as
ment ioned here, should not automatically be associated with an
inevitable deterioration in control, but rather with an
increase in initiative and accountability that will allow
better quality buys, at reasonable prices, and within
reasonable delivery schedules.

A second criticism, and rightly so, is the lack of

incentive currently provided to the defense contractor to make
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capital investments in state-of-the-art technology. Many
defense firms are unwilling to take oun that financial risk,
despite the probability that it would improve production
efficiency and, therefore, improve its long-~term competitive
position in the marketplace. The obstacle sppears to be the
uncertainty of follow-on Government contracts and the ensuing
effect this has on the way industry depreciates its capital
cquipment. The lonyer the time span used toc depreciate the
equipment, the more critica! the need for follow-on contracts.
A shorter depreciation schedule would raise the firm's short
term costs and jeopardize contract award under competitive
procedures.

This chapter addresses the previously ment ioned
shortcomings and offers a Government/Industry model to be
studied, modified, and implemented where or when appropriate.
It is not offered as a "cure-all". It will become apparent to
the reader that the model has limited usage under current
acquisition regulations. However, the model( is innovative,
and does streamline the acquisition process. A3 will be
shown, it does foster capital investments in state-of-tha-art
technology and provides the Government with high quality
repair parts. at reasonable prices, and when the customer
needs them. As the Defense Management Review continues to
examine the need for the present myriad of procurement rules

and regulations, it may find applications for this model, in




modified forms, in industries outside of the Javits-Wagner-
O'Day Act.

Furthermore, the researcher notes that while this model
illustrates a unique relationship between the Government and
a nonprofit agenny for the blind, it could just as easily have
been made with a nonproflit agency supporting individuals with
severe disabilities other than blindness. This model was
chosen solely on the basis of the researcher's involvement

with its design and implementation.

B. IDEHTIFICATION OF THE REQUIREMENT

In response to increased demands for production
experienced by shipvard machine shops in 1985 and 1986,
Charleston Naval Shipyard initiated a request to the Naval
Supply Center, Charleston to investigate the possibility of
contracting out a portion of its shop stores manufacturing
requirements. Tasked with that challenge, Naval Supply Center
(NSC), Charleston initiated action to identify a long term
source of supply capable of manufacturing the necessary line
items within the required delivery dates at costs competitive
with "in-house"” Shipyard production. All efforts culminated
in the A.?. Mills Project.

Tn 1985, the Shipvard management recognized a trend of
increased production costs that adversely impacted its ability
to compete with other Naval and commercial shipyards for ship

repair contracts. Shop stores repair parts, manufactured
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interrally by the Shipyard machine shops, was identified as
one of the areas where significant cost reductions could be
realized.

A separate study revealed that a portion of the excessive
cost was due to the age and inefficiency of the Shipyard's
machining equipment. Turned metal or plastic parts were
lathed on one piece of equipment and then physically moved to
a drill press for the drilling of holes. Each stage of
production required the intervention of a laborer or machinist
to transport the part to the next station and align it on the
appropriate equipment for further processing. Poor mar .3 for
speed of processing, quality assurance, and labor
intensiveness were identified as contributing factors to the
machine shops' cost inefficiencies. These areas could only be
improved through an extensive up-grading of the shop's
manufacturing equipment. The expense of such an undertaking
was considered cost prohibitive. [Ref. 28l

Therefcre, the Shipyard reevaluated its make-or-buy plan
and determined to buy a significant pertion of its shop stores
parts where the economice of such an undertaking were
favoraple. The Shipyard tasked NSC Charleston to locate
possible sources of supply and issue requests for quotes for
the selected parts. The quotes were used to determine if a

buy situation could be an economical alternativa to in-house

manufacture.
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The chaltange lie in the fact that the shops were
manutacturing Navy unique parts and current drawings or dsta
were unavailable for some of the parts. Tharefore, any firm
awarded a contract would have to have the ahility to perform
revarse enginecring in order (o develop the datu or drawings
requirad in the manufacturing process. Further drawbacks to
the "buy-decision” inciuded the lack of historical usage
figures that would be used tc“ astablish projected annual
requirements and firm ordering quaxtities. Withcut this
information, it wae difficult for a firm to Jjustify its
initial investment. Only one source showed serious interect
in this type of wventure.

A.P. Mills Industries for the Blind, located in Memphis,
Tennessee initiated contact with NSC Charleston's regional
contracting personnel at a Government sponsored vendor's {air.
A.P. Mills' management requested a meeting to discuss the
possible asvelopment of a ccatractual relationship between the

Government and their workshop.

C. RESEARCH, DEVELOPMENT, TEST and EVALUATION

Several meetings between the Shipvard's production
personnel and the Supply Center's contracting personnel were
required to streamline the Navy's statement of work. Several
more meetings were required to identify A.P. Mills' production
capacity and capability. During these initial meetings, A.P.

Mills emphasized their staie-of-the-art CAD/CAM equipment and
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their precision machining work for the medical community.
Intricate prosthetic devices, such as artificial hip implants
and ball and socket assemb!ies for human knee joints were
provided for examination. Also during the meetings it was
disclosed that the CAD/CAM system used by A.P. Mills was
capable of making cuts and drilling holes to an accuracy of
one one-thousandth of an inch; a further testimony to their
dedication to quality.

As a result of these meetings, a series of test orders
were placed for various shop stores line items. The primary
objective of the test orders was to verify the quality of the
machined parts, measure the delivery time frames, and compare
the pricing of the parts to in-house production.

The key to the success of this program was a thorough
technical review of potential line items in order to identify
those parts most conducive to production by A.P. Mills'
CAD/CAM equipment. Because the machined parts ordered during
the test run were not established on the procurement list,
there wae no obligation on the Government's part to place
follow on contracts with A.P. Mills. The contractual vehicle
used to order the preliminary run of machine parts was a
purchase order (DD Form 1155) under the small purchase
procedures, and A.P. Mills was treated strictly as a small
businegs.

In addition, Charleston Naval Shipyard reserved the option

to manufacture "in-house" any part quoted by A.P. Mills in
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lieu of contract award. This arrangement provided the
Government with a flexible alternative to award in cases where
there was an uneconomical ordering quantity, or when the parts
offered for quote were not suitably matched to A.P. Mills'
manufacturing capability.

The initial test results of the project were encouraging.
A study of 14 different shop stores line items that were
produced during the preliminary evaluation and trial phase,
revealed that workshop prices were lower than the Navy's
"in-house" costs in 50 percent of the cases. A number of
factors, including low ordering quantities and inclusion of
one time programming and reverse engineering <costs,
contributed to making this percentage lower than what was
achieved in subsequent runs. Contract awards for the next
production run of these same items, procured in realistic
ordering quantities, resulted in lower costs in all cases.
Savings ranged from a high of 80 percent to a low of nine
percent and averaged an impressive 40 percent. [Ref. 28]

The following example is provided to illustrate the
inherent benefits realized by the Navy from this contractual
relationship with A.P. Mills under the auspices of the Javits-
Wagner-O'Day Act. C.P.V. pressure fittings, formerly
manufactured by the Shipyard in nine sizes varying in diameter
from 1/2 inch to 2-1/2 inches, are high usage items in ship
repair contracts. When the Shipyard manufactured these

fittings "in-house", the unit cost to the Navy was $105. The

64




revised unit price, reflecting the purchase alternative and
A.P. Mills' use of a CAD/CAM system, ranged from $18.18 to
$26.52, depending on the size of the fitting. Estimates
during that initial year projected annual savings, from these

line items alone, to approach $100,000.

D. CONTRACT INNOVATION

Satisfied with the results from the test run, the next
step was to solidify the relationship between the Shipyard and
the workshop by adding the shop stores items to the
Procurement List. However, one barrier appeared to be
insurmountable. The Act requires the central nonprofit
agency, in this case, the National Industries for the Blind,
to compile a data package and related pricing information for
each line item nominated for addition to the list.
Furthermore, the Committee for Purchase from the Blind and
Other Severely Handicapped must review each request for
ratification and issue its decision.

The project originally envisioned hundreds of line items
for provision by A.P. Mills. However, the administrative
burden involved in establishing such a project was an order of
magnitude greater than either the Navy, A.P. Mills, NIB or the
Committee was willing to assume. Then, during a brainstorming
sesgion, it was proposed that the project be classified and

advertised as a service in the Federal Register.
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Consequently, although it is officially listed as a
service, "Machining Parts", each line item ordered from A.P.
Mills is treated as a commodity and separately priced at a
falr market value. The project's uniqueness within the Navy
stems from the fact that the fair market price published in
the Procurement List is in the form of an unprecedented
composite shcp rate in dollars per hour. The rate 1is
calculated as the weighted average of the long-term expected
mix of machining time, mach}ne set-up time, machine
programming time, and reversed engineering time required to
manufacture a typical lot of parts. Included in this rate are
labor, overhead, general and administrative costs, and
delivery. (Ref. 2]

Classifving the project as a service but pricing the
machined parts as a commodity eliminated the need to identify,
price, and request approval/ratification from the Committee on
a line item by line item basis. The quoted price for any
particular machined part line item is determined by a unit
price based on the amount of manufacturing time required for
each part.

The intent, therefore, of this innovative pricing approach
is to allow Naval Supply Center, Charleston the flexibility to
contract upon demand directly with A.P. Mills for an array of
different line items and to be responsive to the Shipyard's
delivery requirements. This concept embodies the very

recommendations (as mentioned in this chapter's introduction)
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that numerous studies have cited which focus on the defense

acquisitlion environmant.

E. CONTRACT RAWARD

The initial quote for each line item is forwarded to NSC
Charleston's Reglonal Contracting Department for evaluation
and negotiztion. Each quote contains c¢osts reiated to
machinir.g time and production set-up time. This is intuitive
because each lot to lhe manufactured requires machining time
and production set-up time. The Navy is also assessed a one
time charge for machine programming on the initial production
run of each line item. In addition, one time costs are
incurred when the workshop's reverse engineering capabilities
are required to generate drawings and programming information
from sample parts.

The final unit price awarded ovn the contract is the total
number of hours required to manufacture the part, multiplied
by the compoteite shop rate, plus the cost of materials. Price
reasonableness for each line item is determined during the
negotiation process. Once agreement is reached as to the
number of manufacturing hours required to produce a part, the
composite shop rate is simply applied to that hourly figure.
Materjal costs are reviewed during the negotiation process to
ensure they are fair and raasonable.

It is important for the reader to note that once the time

coastraint is set for each part, the price for each part
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remains stable except for fluctuations in the metals and
plastics market. The machining time beccmes fixed, the
composite shop rate is constant, and the only variable that
remains is the material costs. In many cases, the price for
each part remains constant enough throughout follow-on buys
that the Navy has considered establishing a commodity price
list with A.P. Mills.

Furthering the stability of the project, A.P. Mills is
contractually and statutorily obligated to seek broad
competition in the purchase of any materials, processes,
and/or components, in order to ensure the lowest possible
costs to the Government. The use of Government Furnished
Material (GFM) for some parts may be used when economical to
the Government.

Four years after its {mplementation, the initial
objectivee cf the A.F. Mills Project continue to be realized.
The continuance of lower costs, coupled with faster delivery
times on an expanded number of line items has had a positive
impact on customer satisfaction. The following observations
highlight the successes of this unique contract arrangement.
[Ref. 6]

* During the time period, 5 February 1990 to 30 April 1991,
A.P. Mille Industries for the Blind shipped more than 650
different line items to the Charleston Naval Shipyard. Of
this total, there were more than 40 RUSH or WORK STOPPAGE
items that were given priority over all other work. These

orders were shipped in as little as seven days afterxr
receipt of the purchase order and averaged 21 days.




e The elapsed time from purchase oxder to actuval ship date,
for the period of 1 January 1991 through 15 May 1991,
averaged 31 calendar days.

e A.P. Mills maintained or reduced the price on al: repeated
line items over the past four years.

e Charleston Naval Shipyvard encountered quality problems on
less than two percent of the line items manufactured by
A.P. Mills, and this figure includes paperwork
deficiencies.
F. LEVEL ONE - SUBSAFE

In addition to being a reliable producer of high precision
machined parts for the Shipyard, A.P. Mills qualified. in
1989, to manufacture Level One - Subsafe repair parts. No
special treatment was granted to A.P. Mills during the
qualification period. Like any other firm, they were requirec
to establish a sophisticated inspection systen in accordance
with the military specification MIL-I-45208A. In addition, a
detailed administration system was implemented to document the
performance of all required inspections and the subsequent
results. In sum, their program is used to eunsure quality
throughout the life of the contract, including design,
development, fabrication, processing, assembly, testing,
packaging, and shipment. [Ref. 1l:p. 2]

As a testimony to their professionalism, it is reported
that A.P. Mills was cg;tified by the cognizant Defanse
Contract Management Command representatives on their initial

inspection. In most cases, it is common for the inspecting

contract administrator to identify one or two maor and
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several minor discrepancies that must be corrected before
certi{fication is granted. After an allotted period of time a
reexamination is scheduled and, if all findings have been
corrected, the certification is granted. However, in the case
of A.P. Mills, the inspecting contract administrators did not
identify a single deficiency that required corrective action

dAuring the initial review. [Ref. 29]

G. SUMMARY

The implications of the A.P. Mills Project are impressive.
It rep:ie~oants the .. tontial of all Javits-Wagnevr-O'Day
participants, and acts as a model for Navy-wide implementation
of similar Government/nonprofit agency relationships. It has
demonstrated the ability to achieve significant savings while
both broadening the industrial base and fostering worthwhile
socioeconomic programs such as ircreased employment
opportunities for Americans who are severaly disabled.

While displaying a cooperativa spirit and innovative
planning, the Navy and A.P. Mills are able to maintain a
stror.g and healthy buyer-seller relationship. Aas discussed,
the Government benefits primarily from the establishment of a
reliable, long term suprlier. The additional benefits of
lower prices and mere consistent delivery schedules alsc &llow
the Shipyard to reduce its internal inventories of shop stores

machined parts.
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A.P. Mills benefits from increased job opportunities for
their blind employees. With the advent of eccnomical CAD/CAM
systems, the "barriers to entrance" into the high precision
machined parts industry has been significantly reduced for the
Program's workshops. Commodities that relied on a highly
skilled labor force less than a decade ago can now be
manufactured by automated equipment with a minimal amount of
skilled labor added. This in itself has opened up numerous
additional possibilities for the Navy to increase its

contracting effort with the JWOD industry.
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VIi. SOCIOECONOMIC BENEFITS

A. INTRODUCTION

The purpose of this chapter is to examine the
socioeconomic inipact of the Javits-Wagner-O'Day Program. In
crder to be effective, therefore, this chapter will center its
discussions on the Government's concerns regarding the
program, the effects of the program on "for-profit" small
business concerns, &and the impact of JWOD on the blind and
other severely éisabled community. Consequently, the research
will discuss DoD reports addressing the problems associated
with America's declining defense Industrial base. and
amplifying statutes and regulations effecting the Program's
nonprofit workshops and work centers. In addition, the key
economic indicators used by the Committee to measure the
Program's effectivaness will be ¢graphically presented for the
reader's benefit. Accompanying each graph will be a brief
analysis of each indicator's current trend.

Finally, observations and conclusions will be drawn from
the research, and presented irn the chapter's summary. It is
the intent of the resaarcher that this chapter will highlight
the socioeconomic benefits of the Program, and therefore, act

as a precursor to Chapter VII which reviews additional Program

benefits.




B. GNOVERNMENT CONCERNS

Unquesticrably, the instability of America's defense
industrial base is of major concern to the Department of
Defense, and is ar enigma to effective defense acquisition
management. Much of the blame for this instability has been
attributed to the uncertainties caused by the complicated
budget and program decision-making process within the
Executive Branch. Equally responsible, however, is the United
States Congress with its micro-management of large defense
programs as well as its proliferation of statutes aimed at
increasing the adversarial relaticnship between the Government
and industry. [Ref. 3:p. 24]

This environment has resulted in manufacturing practices
that are contrary to efficient, effective production output.
The Competition in Contracting Act (P.L. 98-369) has been
viewed by many firms as a further attempt to erode the
stability of the acquisition environment by requiring more
etringent levels of competition. Additional elements
contributing to the deterioration include constant budget \
turbulence and stop gap continuing resolutions, year-to-year
program uncertainties caussd by constantly changing program
priorities, small-volume coniracts, program "stretch outs",
and further «changes in allowabla profits, accounting
standards, and cost principles. [Ref. 46:p. 50]

These factors have added uncertainty and have created

strong impediments to continuad capital investments by defense

]
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contractors. Therefore, productivity improvaments tand to lag
behind the expectations of the Government. The repercussionns
also act as barriers to highly qualified commerciai firms
contemplating ontrance into the marketplace. An evsen more
alarming effect is the increasing rate at which firms are
leaving the defense market. [Ref. 3:p. 23]

Given the custere projections for future defense budgets,
it is unlikely that substantive improvements in the defense
acquisition environment can be achieved without 1ntrodﬁcinq
greater certainty and stability into the process. The
Department of Defense must review its programs and develop
strategies that maximize the efficiency and enhance the
&' wi. 1 of the defense acquisition program.

While consideration chould be given to increasing the
stability of the budgeting cycles and sexnanding the use of
multi-year contracts, these points are beyond the scope of
this research. Instead, the discussion will focus on
improving the stability of Government-industry relations
through partnerships with JWOD nonprofit agencies and the
economic impact on the smal!l business community.

Increasing the breadth of the JWOD program places the
Government in a precarious position. The benefits from
stable, long term sources of supply warrant maximized efforts
to increase the program's use. This would serve to help
stabilize a faltering defense base. On the other hand, such

actions could be perceived by "for-profit" concerns as &
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reversal of the Government's commitmeant to protect small
businesses. This perception could conceivably cause an
accelerated departure of vital firms from the defense market
and thus exacerbate the instability problem.

Attempting to find the middle g¢ground, Congress has
recently passed two pieces of legislation aimed at expanding
tha role of qualifying nonprofit agencies. At the same time,
controls have been established to minimize their {mpact on
small businesses. Section 8117 of the Fiscal Year 1991
Appropriations Act (P..L. 101-511) allows prime contractors to
receive credit towards meeting their small business
subcontracting goals for purchases made from sheltered
workshops. 1In addition, Section 133 of the Small Business
Administration Reauthorization and Amendment Act of 1988 (P.L.
100-590) authorized private and public nonprofit organizations
employing people with severe disabilities (sheltered
workshops) to compete for federally awarded small business
set-aside contracts through fiscal year 1993. The most
obviocus control mechanism in both laws is the limited duration
of their functionality.

1. PUBLIC LAW 101-511

Section 8117 of the Fiscal Year 1991 Appropriations
Act established the legal basis for a class deviation to the
Federal Acquisition Regulation. The law authorizes military

services and defense agencies to credit prime contractors’
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small business subcontracting goals for purchases made from
qualified nonprofit agencies. ‘

While applicable only for the fiscai year 1991
reporting period, the law provides an incentive to nonprofit
agencies to seek out subcontracts from large comnercial prime
contractors. It also encourages the prime to consider NIB or
NISH sponsored industries in their subcontracting plans for
Government contracts. Prior to the law's enactment, little
interest was shown by the prime in such a reiationship because
it did not work towards fulfillment of its subcontracting
goal. In short there was an incentive not to discuss
subcontracts with these agencies.

Data to measure the extent of participation of
nonprofit agencies in this program are not currently
available. Howsver, three general observations may be made.
First, P.L. 101-511 provides a vehicle for educating
industrial America in the technological and manufacturing
capabilities of JWOD participants. Secondly, the program's
enactment was due to a growing realization within the
Government of the benefits of contracting with nonprofit
industries employing persons who are blind or otherwise
disabled. Additionally, the minimal impact on small
businesses caused by a gimilar program previously established
under P.L. 100-590, alleviated many of the concerns regarding

this program's implementation.
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2. PUBLIC LAW 100-590

In a very large measure, the success enjoved by
sheltered workshops is directly correlated to the success of
the Javits-Wagner-O'Day Act. However, Section 133 of the
Small Business Administration Reauthorization and Amendment
Act of 1988 established an independent program, completely
distinct from the JWOD regulations. Therefore, when a
sheltered workshop competes for small business set-asides
under P.L. 100-590, it comes out from under the preferential
umbrella provided by the JWOD program.

This legislation permits sheltered workshops to compete
with "for-profit” small businesses on an equal footing. It
does not guarantee award to the workshop. As with any
competitive procurement, the workshop is granted the award
only if it is the lowest, responsive, responsible offeror.
Additionally, once the instant contract expires, the workshop
must re-compete for any follow-on work.

By law, Federal agencies exercising procurement
authority must report each small business set-aside awarded to
a NIB or NISH sponsored workshop to the Office of Federal
Procurement Policy (OFPP). The procuring activity must also
report the amount of the next higher offer submitted by a
"for-profit” small businese concern. OFPP is tasked with
collecting the data, through the General Services

Administration's Federal Procurement Data Center, and
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reporting the results to the SBA on a quarterly basis.
[Ref. 47:p. 2]

It is the responsibility of the SBA's Administrator
to monitor the participation of nonprofit workshops and ensure
that the total dollar amount of set-aside awards does not
exceed the thresholds established in the law; $30 million in
fiscal year 1989, $40 million in fiscal year 1990, and $50
million in fiscal years 1991 through 1993. These ceilings
were established to control the impact of the program on the
small business community. [Ref. 21]

The law offers further protection by prohibiting
items competitively awarded to sheltered workshops from being
added to the Procurement List for subsequent mandatory supply
under the JWOD program. As a final remedy, small businesses
are granted the right to appeal any proposed award to a
workshop, provided it would experience severe economic injury
as a result of the award.

The program has not been as successful as originally
envisioned. Sheltered workshop officials attribute low
participation levels to the program's restrictive authorizing
legislation. The principal disadvantage is the provision that
prohibits commodities or services provided by workshops from
transitioning to the Procurement List. ([Ref. 47:p. 4]

A second reason why sheltered workshops have not embraced
the set-aside program is the lack of stability associated with

short term contracts. An increasing number of the firms are
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finding it difficult to justify the rigk of making significant
capital expenditures necessary to produce products under the
set-aside program. The uncertainty of any follow-on contracts
is negatively impacting the firm's anticipated return on
investment.

Furthermore, short term contract arrangements do not
allow sufficient time for some workshops to adequately train
their employees. Therefore, they experience difficulties in
attaining their projected production learning curves.
Additional reasons for the low participation rates include the
fact that some workshops are unaware that they are now
eligible for the set-asides or they do not understand how to
submit offers under the Government's procurement process.
[Ref. 5]

If greater participation in the program is desired, the
law should be amended to relax or remove some of the control
mechanisms. Primarily, a percentage of the line items
supplied by workshops under this program should be allowed to
transition to the Procurement List. Alternatively, controls
could be established which limit the total dollar amount of
contracts transferrable to JWOD. Regardless of how the
controls are relaxed, Congress still should appoint a Federal
agency to oversee the program's administration and the

dissemination of information.
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C. THE IMPACT OF JWOD ON SMALL BUSINESSES

Restrictive legislative controls such as those enacted in
P.L. 100-590 hardly seem necessary once a review of Javits-
Wagner-O'Day has been completed. A conscious effort has been
made over the years by the Committee for Purchase from ths
Blind and Other Severely Handicapped to operate so as not to
compete with other preferential procurement groups for
Government contracts.

To be certain that the workshops adhere to the "rules of
the game” and that the workshops only target appropriate
contracts, the Committee has specified three criteria for
determining suitability: 1) Handicapped workers must be
able to "add sufficient value" to the product or service
called for in the contract; 2) There must be at least one
workshop that possesses the ability and the capacity to
produce the product or service; and 3) Award of the
contract to a workshop must not have a significant diverse
impact on the current or most recent government supplier.
[Ref. 24:p. 13]

Before any commodity or service can be added to the
Procurement List as a "mandatory source” item, the Committee
must announce the Government's intention in the Federal
Register. This allows any commercial interest, which may have
cause to object, the opportunity to present its case to the
Committee before the proposed action is ratified.

Office of Management and Budget (OMB) Circular A-76
provides the regulatory guidance for contracting out services
currently performed in-house by Government employees. The
Circular acknowledges preferential programs and does not
prohibit a procuring agency from making an award under JWOD's

mandatory source program. In fact, many service contracts

80




currently awarded to NISH sponsored firms were originally
identified wunder Circular A-76. When a new service
requirement is identified for commercial award, that cervice
may be added to the Procurement Lis: without having to undergo
a formal A-76 cost comparison or commarcial competition.
However, the proposed addition must still be announced in the
Federal! Register for public revisw and possible challenge by
commercial sources. [Ref. 37:p. 19]

In regards to Section 8(a) set-asides established under
the Small Business Act, the Committee for Purchase from the
Blind and Other Severely Handicapped voluntarily adopted a
policy not to interrupt any ongeing 8(a) program commitment.
Added protection for small businesses is found in the Code of
Federal Regulations which prohibits workshops from targating
any contract that represents a significant amount of the
current contractor's sales. [Ref. 24:p. 12]

Therefore, JWOD sponsored industries are challenged to
seek out innovative ways of contracting with the Government
without interfering with other socioeconomic programs. A.P.
Mills Industries for the Blind located in Memphis, Tennessee
has filled a niche for the Charleston Naval Shipyard by
agreeing to manufacture Level I/Subsafe material with low
order quantities. Large commercial industry does not want to
manufacture these items because of the low quantities. Small
businesses often hesitate to undertake the formidable

paperwork associated with the Level I/Subsafe program. By
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accepting this role, A.P. Mills has solidified its role as a

Government supplier of high precision machined parts. [Ref. 5]

D. JWOD KEY ECONOMIC INDICATORS

Despite the strong self governance of the Committee in
carrying out the JWOD program, nonprofit agencies employing
individuals who are blind or have other severe disabilities
have continued to show strong growth in nearly all areas of
measurement over the past decede. As seen in the following
key indicators reported in the Committee's 1990 annual report,
sales, total wages, and employment opportunities, have
increased significantly over the past five years.
[Ref. 10:pp. 10-13]

1. EMPLOYMENT

The jobs that are created by NIB or NISH sponsored
workshops are not Government established "hand-outs" intended
to provide welfare type incomes to unproductive members of
society. Rather, the jobs provide people who are blind or
have other severe disabilities, a viable opportunity to add
real value to the products they produce.

During fiscal year 1990, approximately 18,600
persons who have severe disabilities were employed by
nonprofit agencies to work on projects directly associated
with the Javits-Wagner-0'Day program. This figure represents
a slight decrease when compared to the previous fiscal year

employment total of 18,812 persons.
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Further analysis reveals that the number of
individuals working on JWOD projects asgsigned under the
auspices of the NISH has steadily increased. However, the FY
1990 increase was rather insignificant: from 14,580 to 14,652
persons. In the case of nonprofit agencies employing members
of the blind community, the employment figures for individuals
assigned to JWOD projects declined for the third straight
year. In 1990, the number of employed blind persons totalled

3,939, as compared to 4,232 individuals in FY 1989.
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Figure 6.1 - NUMBER EMPLOYED UNDER JWOD

In total, however, Figurn 6.1 portrays the
employment records over the pas® ducudeg uws 2 major success
story. In fiscal year 1980, only 7,200 individuals were

employed under the Javits-Wagner-O'Day program. The
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employment figure for fiscal year 1990 represents a 158
percent growth rate over the decade and affirms the
commendable and cooperative efforts of the Committee for
Purchase from the Blind and other Severely Handicapped, the
two central nenprofit agencies (NIB and NISH), and the various
agencies of the United States Government.

2. DIRECT LABOR HOURS

Hours (in Millions)
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Figure 6.2 - JWOD DIRECT LABOR HOURS

The number of direct labor hours associated with
JWOD contracts increased significantly in fiscal year 1990.
This increase stands in sharp contrast to the mild decline in
the employment figure previously discussed for the 1990

reportable period. This can be interpreted to mean that while
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fewer blind and other severely disabled people worked on JWOD
projects, many of those who did, put in significantly more
hours than they had in previous years.

Figure 6.2 illustrates a 10.8 percent increase in
the total direct labor figure from 13.5 million hours in
fiscal year 1989 to 15.0 million hours in 1990. This
represents the largest increase in total hours since fiscal
vear 1984 and the greatest percentage increase over a previous
fiscal year since 1985. Some of the improvement can be
directly attributed to the United State's military buildup
preceding Operation Desert Storm.

A breakdown of the total direct labor hours reveals
that the large increase was solely attributable to the work
performed by nonprofit agencies under the auspices of the
NISH. These work centers increased their labor hours from 9.4
million hours in fiscal year 1989 to 11.0 million hours in
1990, an increase of 17 percent. On the other hand, nonprofit
centers employing the blind recorded a slight decrease from
4.1 million hours in FY 1989 to 4.0 million hours in FY 1990.

The figures reported over the past decade confirm
the positive momentum of the JWOD program. A review of the
Committee's annual reports for the 1980's revealed that each
fiscal year improved on the previous vyear. In 1980,
approximately 3.8 million direct labor hours were associated
with JWOD projects. The 1990 figure of 15 million hours

represents an increase of 295 percent. [Ref. 8:p. 10]
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3. DIRECT LABOR WAGES

The wages paid under the JWOD program are reflective
of the Department of Labor's guidelines for qualified
nonprofit agencies employing the blinéd and people with other
severe disabilities. If an employee of a nonprofit agency
produces 75 percent of what a non-disabled perscon can produce,
the workshop must pay him a minimum of 75 percent of the
prevailing wage rate for that job. Therefore, instead of
these individuals relying solely on Government benefits‘(eq.
Supplemental Security Disability Income) they are becoming
self supporting individuals who are added onto the tax rolls.

[Ref. 24:p. 5]
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Figure 6.3 - JWOD DIRECT LABOR WAGES
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Consistent with the positive trends of the previous
indicators, Figure 6.3 depicts a strong growth trend in total
direct labor wages paid over the course of the decade. 1In
fiscal year 1990 a record high 67.8 million dollars was paid
to employees who are blind or have other severe disabilities.
This represents nearly a 10 percent increase over the fiscal
year 1989 figure of 61.7 million dollars. Wages paid out
rose for both categories of workers. Blind employees working
on JWOD contracts received approximately 18.5 million dollars
for their efforts during fiscal year 1990. This equates to a
two percent increase over FY 1989's total wage figure of 18.2
million dollars. Individuals with severe disabilities
received 49.3 million dollars for their work under JWOD
contracts during fiscal year 1990. This figure also
represents an increase over the previous fiscal year's wage
figure of 43.5 million dollars.

As might be expected, the wages paid out over the past
decade project a consistently positive marginal trend. In
fiscal year 1980, direct labor wages paid to employees of
nonprofit agencies totalled approximately 11.6 million
dollars. By 1985, that figure had increased to just over 40
million dollars. Closing out the decade at 67.8 million
dollars in 1990 represents an average growth of 5.6 million

dollars per vear.
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4. DIRECT LABOR AVERAGE HOURLY WAGE

Figure 6.4 reflects the relationship of the average
hourly wage earned by JWOD employees to the national minimum
wage rate for the past decade. Personnel employed by the
nonprofit agencies earned an average hourly wage of $4.53 on
JWOD contracts during fiscal year 1990. Comparatively, this
amount was 35 percent higher than the $3.35 minimum wage rate
in effect at the beginning of fiscal year 1990. However,
during the fiscal year, the Government raised the minimum wage
rate to $3.85 per hour and reduced the Program's marginal wage

advantage to approximately 18 percent.
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Figure 6.4 - AVERAGE DIRECT L ABOR RATE

Employees working for agencies under the sponsorship

of the National Industries for the Blind averaged $4.65 per
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hour, representing an increase of just over five percent from
the previous year. In contrast, employees working for NISH
spongscred agencies averaged $4.49 an hour. This rate
represents a slight decrease in the average hourly wage from
that paid in FY 1989. It is noteworthy, however, that this
decline correlates to an increased employment of individuals
with greater disabilities and thus a lower productivity rate.

5. JOBS CREATED FROM ADDITIONS TO THE PROCUREMENT LIST

Number
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Figure 6.5 - ADDITIONAL ANNUAL
EMPLOYMENT OPPORTUNITIES

As displayed in Figure 6.5, a record high 1,589 new
jobs were created for severely disabled Americans through the
addition of new line items to the Procurement List in fiscal

year 1990. A review of the composition of these additional
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employment opportunities revealed that 135 of the new jcbs
were established in NIB sponsored agencies employing the
blind. The remaining 1,454 jobs were established in nonprofit
agencies employing persons with other severe disabilities.

A further breakdown of these additional jobs along
service and commodity lines shows that services dominated, by
a measure of three to one, those jobs related to the
manufacture of commodities. Approximately 1200 new jobs were
directly associated with service contracts. Nearly 500 of
these jobs were for janitorial/custodial services at Federal
buildings and military installations. Furthermore, the
greatest benefits, in terms of additional employment, came
from the award of contracts for food service operations.

Also notable was the addition of a service
arrangement between Mare Island Naval Shipvard and A.P. Mills
Industries for the Blind for the machining of parts. This
arrangement is identical to the Naval Supply Center,
Charleston / A.P. Mills relationship discussed in the last
chapter.

Newly added manufactured products contributed to an
increase of nearly 400 additional jobs for blind and other
severely disabled individuals. Camouflage utility caps, file

folders, mattress pads and furniture were reported to bLa the

main contributors to the increase in commodities.




6. ESTIMATED VALUE OF ADDITIONS TO THE PROCUREMENT

LIST
The estimated value of the additions to the
Procurement List reached nearly 61 million dollars in fiscal
year 1990 . As can be seen from Figure 6.6, this is the
second year in a row that the dcllar value increase has been
significantly above the levels experienced in earlier years of
the decade. As such, the valuation in 1990 exceeded the

average level prior to 1989 by more than 200 percent.
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Figure 6.6 - ESTIMATED VALUE OF
ADDITIONS TO THE PROCUREMENT LIST
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Services comprised nearly 34 million dollars with
food service contracts being the highest contributor.
Janitorial and custodial services added over 13 million

dollars. Commodities increased the dollar value of the
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Procurement List by just over 27 million dollars. Contracts
for mattress pads and file folders alone, accounted for over
10 million dollars. The average estimated value for each
service addition to the List was approximately 242 thousand
dollars. On the other hand, the average estimated dollar
value for each commodity addition was 91 thousand dollars.

7. SALES TO GOVERNMENT AGENCIES

General Services $191.3
/

:Annysm
Navy $17.9

Treasury $5.4

X Air Force $31.1
Delense Logistics $81.8 ——  Other $7.2

Figure 6.7 - FY 1990 CUSTOMER SALES
{in Millions)

Sales of JWOD produced commodities and services to
individual Federal agencies for fiscal year 1990 are displayed
in Figure 6.7. A trend analysis performed over the past
decade showed that the General Services Administration (GSA)

with its Federal Supply Schedules and Public Buildings
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Services is consistently the largest JWOD customer. In fiscal
year 1990, GSA purchased over $190 million dollars in supplies
and services. The dominance that GSA projects over all othar
Government agencies is explained by the fact that GSA
routinely procures desks and other office supplies which it,
in turn, sells t¢ other Federal agencies including the
Department of Defense. Therefore, the figures attributed to
each Service's procurement of JWOD supplies tend to be
understated.

The Defense Logistics Agency (DLA) also continued to
be a strong supporter of the Program. DLA procured $81.8
million dollars in JWOD produced commodities in fiscal year
1990. These purchases were made primarily through the Defense
Personnel Support Center for products which were subsequently
provided to the various military services.

Fiscal year 1990 saw the Air Force increase its
annual purchases from nonprofit agencies by 50 percent to
nearly $33 million. In fiscal year 1989, the Air Force's
total purchases had expanded to nearly $22 million, but in
1990 NIB anrd NISH sponsored industries benefitted from an
additional %11 million in sales.

The Navy and the Army also increased their total
purchases in fiscal year 1990 to $17.9 million and $10.0
million, respectively. A portion of the Army's increase was
a contract for purchase of physical fitness uniforms made by

blind workshops for subsequent use by all Army recruits.
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8. SALES BY YEAR

Program sales of products and services to the
Government, including the Department of Defense, amounted to
more than 381 million dollars in fiscal year 1990. This
represents a 250 percent increase in sales since the beginning
of the decade. A breakdown of the total sales figure revealed
that nonprofit agencies employing the blind recorded
approximately 202 million dollars in sales. The remaining 179
million dollars in sales were obtained by work centers

employing persons with other severe disabilities.
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Figure 6.8 - JWOD SALES BY YEAR

Figure 6.8 depicts the growth trend over the past
decade and the 27 million dollar increase in 1990 sales over

fiscal year 1989. Blind industries accounted for about eight
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million dollarg of the increase while NISH sponsored agencies
experienced a 19 million dollar increase in sales.

Sales of products continued to dominate total JWOD
purchases. Approximately two thirds of the total 381 million
dollars in sales and virtually all NIB sponsored sales were
comprised of commodity contracts. On the other hand, sales
attributable to service contracts comprised just under one
third of the total JWOD sales, but over 60 percent of the

sales of NISH sponsored agencies.

E. SUMMARY

The defense acquisition envircament is in a state of
flux. Changes are occurring as a result of decreased defense
budgets brought about by a perceived reduction in the Soviet
threat. In addition, accusations of fiduciary mismanagement
in Government contracts such &as the Stanford University
research program and the terminated "A-12" program have led to
an unprecedented demand for improved accountability and
responsibility in defense acquisition.

In response, audit controls have become stricter than
ever before and once secure programs are undergoing close
scrutiny for possible cutbacks. Defense contractors are
pressured to maximize efficiency through tighter profit
margins and increased risks. Many firms are reluctant to
commit the <capital investments necessary for proper

performance of Government programs, and instead have chosen to
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exit the defense market. Other firms no longer see the
defense industry as profitable a market as it was tan years
ago and have decided to concentrate their resources in purely
commercial endeavors.

In the midst of this tumultuous environment, a small
segment of the defense industry is beginning to flourish.
Nonprofit agencies under the auspices of the Javits-Wagrer-
O'Day Act are making the capital investmants, providing
quality services, and producing quality products.

The stability provided by the law's provigsion for
mandatory sourcing has substantially reduced the risk of
capital investments by eliminating the uncertainty connected
with competition. The key indicators previously discussed,
portray a healthy industry characterized by steady growth.
However, the future does not guarantee the program's continued
success. In light of the austere fiscal budgets projected
through the mid-1990's, thousands of individuals with
disabilities who are currently unemployed, may not experience
the opportunity enjoyed by those currently working under the
JWOD program. Furthermore, with the anticipated reductions in
Department of Defense purchases, even those currently
participating in the Program face employment losses unless the
Government continues to expand the number of products and
services it receives from the JWOD industry.

The Government has recognized the benefits of the JWOD

program and has begun to expand the business opportunities of
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the nonnrofit agencies through additional legislation such as
the Small Business Administration Reauthorization and
Amendment Act of 1988 and Section 8117 of the Fiscal Year 1991
Appropriations Act. In themselves, these lawg may seem to
have an inconsequential impact on the small business
community. This is true and it's by design. The Government,
in addition to expanding the concept of the Javits-Wagner-

O'Day Act must also protect its vested interests in the small

business community.
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VII. BENEFITS

A. INTRODUCTION

It is assumed that most individuals will want to know what
the Program's benefits are before committing their efforts to
its expansion. Therefore, while this may not be the most
important chapter in the study, it may be the most widely
read. With this in mind, the findings will be arranged in a
manner that allows the reader to quickly locate and review the
benefits for his/her particular organization. As such, the
information will be presented under two major sub-headings:
benefits to the Government, and benefits to the nonprofit
agencies associated with the Program.

The section that discusses Government benefits will
examine factors such as quality, timeliness of delivery, price
and procurement administrative lead times. In addition, the
section will address the possibilities of reducing Government
oversight during the contract administration phase and the
contributions that NIB and NISH make towards this reduction
effort. Finally, W. Edwards Deming's hope for total quality
management {in American industry will be discussed in the
context of established Government/industry partnerships.
Emphasis will be placed on the benefits gained from increased

capital investments and extended learning curves.



The section that addresses the nonprofit agency benefits
will include a discussion of the importance of long term
employment potential and the attainment of marketable
employment skills. In addition, this sectionwill address the
social welfare advances that the Program has achieved and its
positive impact on additional revenues to the tax base.

The chapter will conclude with a summary of the benefits
inherent in the JWOD Program. Moreover, the summary will
afford the researcher an opportunity to interject his perscnal

observations as to why he considers this a worthwhile program.

B. GOVERNMENT BENEFITS

Technological advances in sophisticated weaponry around
the globe mandates that the United States manage its defense
dollar more efficiently and effectively than at any other
point in our histery. This effort touches every aspect of a
contract, from procurement and administration costs to quality
and delivery standards. The Department o¢f Defense, and
specifically the Department of the Navy, can benefit from the
streamlined acquisition procedures realized through the
expansion of the Javits-Wagner-O'Day Program.

1. Quality

Contracting officers should be aware that the supplies

or services received from the Program's participating
workshops will be in full compliance with the specifications

and clauses included in the contract. The reason for this
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assurance is elementary. Before an item is added to the
Procurement Liet, it must first be screened by the applicable
central nonprofit agency and then by the Committee to ensure
that it can be provided in the quality and quantity zrequired
by the Government. This review is mandated by the Act itself.

While conducting interviews with senior contracting
officials at Navy procurement activities, the researcher
presented the question of quality for their comment. Without
exception, each official praised the abilities of the
workshops to provide high quality goods and services.

One official commented that his activity had
experienced only one quality deficiency in over four years of
contracting witk the Program's workshops. He vividly
remembered the deficiency because it was brought to his
attention by the workshop before his activity had even
received the delivery. It seems the workshop had sent two
separate deliveries to the activity on the same day and had
placed the paperwork for the second delivery in the first
shipment and vice versa. The workshop requested that the Navy
return the boxes via "air-express", at the workshops expense.
g0 that the wrong could be corrected. [Ref. 29]

2. Delivery

The JWOD Program recognizes the importance of being

responsive to its customers' delivery schedules and has

developed a system of checks and balances to ensure its
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compliance regarding the delivery requirements. As part of
the process for adding an item to the Procurement List, the
applicable workshops are inspected in order to determine their
capabilities to provide the item. This inspection |is
performed by the central nonprofit agency and the results are
included in the recommendation package sent before the
Committee. The Committee then approves the addition only
after determining that the Program can provide the item within
the required time frames.

Furthermore, the Program contains a contingency plan
to address the unlikely possibility that a workshop would be
unable to meet the Government's delivery schedule. Purchase
exceptions may be granted by the applicable central nonprofit
agency. This action allows the Government to go outside the
Program and purchase a commodity or service directly from a
commercial source. However, Chapter 51 of the Code of Federal
Regulations requires that two conditions be met before an
exception is granted. First, the participating workshops must
not be able to provide the quantities necessary to satisfy the
Government within the required delivery schedule. Second, the
commodity or service must be available in the commercial
market, in sufficient quantities, and be deliverable before it
can become available from the Program. This contingency plan
adds a measure of flexibility from which the Government

directly benefits. [Ref. 48:sec. 5-2]
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3. Price and Procurement Administrative Lead Time

For items already established on the Procurement List,
Government contracting officers can be sure that the prices
they pay have been reviewed and determined to be fair and
reasonable. Although the price is established by the
Committee, input is received from the procuring activities and
considered during the ratification process. 1If the item is a
service, the cost and pricing data compiled by the central
nonprofit agency is forwarded to the contracting officer for
review and comment. In many cases, the price that is ratified
is based on commercial market prices or, prices that are
comparable with recent Government procurements for similar
ftems.

Because the prices are determined to be fair and
reasonable during the ratification process, the contracting
officer is exempt from soliciting additional competitive
quotes or requesting cost and pricing data in order to justify
each delivery order's pride. This exemption equates to
reduced administration time and permits the procuring
activities to be more responsive to their customer's delivery
requirements.

Both small purchases and large contracts benefit from
the Program's streamlined acquisition process. Contracting
officers report, however, that the greatest benefit |is
realized in the award of contracts over $25,000. [Ref. 29]

The exemption from the solicitation requirement mandated by
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the Federal Acquisition Regulation is estimated to save from
60 to 90 days for some large dollar procurement actions.

Certainly, the Program can be used by a contracting
shop to maintain its procursment administrative lead time
under the established goal. The real benefit, however, is
transferred to the end user in the form of a more responsive
delivery.

4. Reduced Oversight

Perhaps the most overlooked benefit of the JWOD
program is the reduced oversight required by Government
officials during the contract administration phase. The two
central nonprofit agencies, NIB and NISH, are the umbrella
organizations for hundreds and thousands of workshops,
respectively. This hierarchical ©position carries a
significant responsibility to maintain the good name of each
participating workshop in the Program. As such, both NIB and
NISH are well aware that a poor performance by a single
workshop could conceivably tarnish the reputation of the
umbrella organization, each workshop represented by that
organization, and the entire JWOD Program.

It is for this very reason that the central nonprofit
agencies take a proactive position in the review of potential
additions to the Procurement List and in the qualification
process for membership into the Program. Below average

performance in quality or delivery on the wrong contract could
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immediately offset the solid, reliable reputation that a
workshop has earned through years of outstanding service.

It is not the intention of the researcher to imply
that this Program "runs in automatic" and requires no
Government oversight. As long as contracts are awarded, there
will be the need for an administrator. Instead, the
researcher observes that in addition to the Government and the
workshop, an interested third party is dedicated to the
successful outcome of each contract. Therefore, the
additional oversight contributed by NIB and NISH provides the
Government with an opportunity to withdraw a portion of its
own oversight requirements and refocus its limited resources
on other areas.

5. TQM Partnerships and Just-In-Time Inventory

Total Quality Management (TQM) specialists criticize
the DoD acquisition system citing the administrative burden of
contracting with the Government as the primary reason why
vendors are leaving the defense market. These specialists
hold that the complexities of the Government's procurement
regulations are rooted in the misguided belief that
adversarial competition is good and will inevitably increase
quality while reducing the cost. Furthermore, the specialists
recommend the relaxation of laws restricting cooperation
between companies as a prerequisite to implementation of true

Total Quality Management. [Ref. 31:p. 3]
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It is important tc note that the Javits-Wagner-0O'Day

Act effectually implements this recommendation to promote
cooperation by allowing the Government and industry, albeit a
small segment of industry, to form voluntary partnerships.
Each time an item is added to the Program, the qualifying
workshop(s) forms a partnership with the Government to be its
long term source of supply for the commodity or service.

The stability resulting from such partnerships
favorably impacts the workshop's production efficiency. This
translates into higher quality and reduced costs. Under
competitive procedures, a firm is never ceirtain that it will
receive follow-on contracts and therefore, is conservative
when investing in capitai equipment that would increase its
productiviiy. However, with the assurance of being the
Government 's mandatory source, the JWOD industry avoids the
risk caused by this uncertainty and is more willing to invest
in state-of-the-art technology to improve its productivity.

In addition to capital investments, the JWOD industry
is able to use its long term relationship with the Government
to reduce its production costs through an extended learning
curve effect. The benefits of an extended learning curve have
been the subject of many industrial studies with the following
results reported:

With accumulated experiences from continuing production,
a supplier obviously would be in a better position to

achieve certain improvements that could well result in
reduced costs. [Ref. 18:p. 181]
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Both the Government and -the participating workshop
benefit from this relationship. The workshop is able to offer
the Government a reduced price that reflects the extended
learning curve and the Government is able to offer the
workshop a consistent demand which allows the workshop to
recoup its front-loaded costs with minimal risks.

Furthermore, the Government could conceivably build a
Just-in-Time raelationship through its partnering with certain
JWOD workshops. This buyer/seller arrangement is possible
because of the advanced CAD/CAM technology and would
consequently lower the Government's inventory holding costs as

well as the associated inspection and material handling costs.

C. NONPROFIT AGENCY BENEFITS

As stated in Chapter III, the objective of the two central
nonprofit agencies is to expand the employment opportunities
for people who are blind or have other severe disabilities.
Therefore, NIB and NISH use a set of criteria to measure
Program success that is different from that used by the
Government. From their viewpoint, the Program's success is
best measured in terms of its impact on the individual
employee. The benefits discussed below will focus on the
employee and will be addressed in the context of consistency

of work, training potential, and social weifare benefits.

106




1. Consistency of Work

Perhaps the most important benefit of the Program for
the individual workshops is the consistency of doing business
with the Government. The Act promotes this consistency by
declaring that all items entered on the Procurement List must
be procured from a participating workshop. This regulation,
in itself, provides the Program's workshops and employees with
a steady, reliable source of work. Furthermore, with demand
fairly predictable year after year, the workshops can plan for
employment growth with minimal risk. Thus, the continuity of
work provided by the Government touches all aspects of the
workshop's business plan including its capital investments and
its training regimen.

Equally important with the continuity of work is the
consistency of how the Government buys its goods and services.
With only a few minor exceptions, the Government's process of
procuring items under the Program has remained unchanged. The
consistency of the Government's acquisition process is
percaived by the workshops as a benefit because it allows them
to concentrate on the manufacturing procesgs rather than on a
constantly changing procurement process. In contrast, the
methods used by the Government to buy items in the commercial
market have undergone many radical changes in the past two

decades.
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2. Training Opportunities

For thousands of employees, the JWOD Program is the
only alternative between a non-productive, isolated existence
and meaningful, gratifying employment. Moreover, the wide
range of goods and services provided by the Program makes it
possible for a workshop to tailor its work requirements to its
employees' abilities. This means that for some employees, the
challenges encountered on the job will be all that they can
possibly manage. For others, with less restrictive mental or
physical disabilities, the employment opportunities found
within a workshop are only the initial stepping stones to a
more challenging opportunity in the commercial marketplace.
For example, in 1990 alone, more than 1,500 persons with
severe disabilities, including blindness, cerebral palsy, and
mental retardation made the transition from the Program to
open community employment. [Ref. 13:p. 6]

Each employvee's success in his or her own training
program is irreversibly linked to the consistency of work
obtained from the Government. The Program's long term buyer-
seller relationship provides each employee with sufficient
opportunities to learn the job skills necessary to efficiently
produce the final end product. For some employees, this
learning process must be reinforced every day through the
repetitious performance of the same job. Consequently, the
employees receive maximum benefit and contribute most

efficiently to production efforts when the Government's
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ordering quantities and frequency of orders allow the
workshops to maintain full time production lines.
3. Social Welfare and Self Sufficiency

The JWOD Program provides meaningful employment for
its participants. It is not a charity program nor is it to be
classified as a quasi-welfare program. The Act requires the
workshops to provide quality goods and services to the
Government at fair and reasonable prices, and within
acceptable delivery time frames. Consequently, responsibility
is intrinsic to this Program, and is dispersed throughout each
workshop echelon all the way down to the employee level. It's
all part of the training and considered part of the job.

Acknowledging their responsibilities, the emplovees
take pride in their work and appreciate the opportunity to
become contributing members of today's society. In return for
their hard work, the employees earn respectable wages that
allow many of them to move off of federal support programs
such as Supplemental Security Income (SSI) and Supplemental
Security Disability Income (SSDI) and onto the tax roles.
[Ref. 24:p. 6] 1In fiscal year 1990, over 67 million dollars
in direct labor wages were paid to Program employees. This
figure reflects the determination of a segment of society that
has all too frequently been overlooked as a potential source

of productive output. [Ref. 10:p. 11]
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D. SUMMARY

In closing, the researcher observes that the Javits-
Wagner-0O'Day Program is one of the few federal programs where
the Government benefits as much as the people for whom the
program was designed to assist. The Government, and
especially the military, benefit from 1its long term
relationship with the participating nonprofit agencies. High
quality products are manufactured on state-of-the-art
equipment and provided to the Government at reasonable market
prices.

Furthermore, Government contracting officers need not
concern themselves with strategies to promote full and open
competition. Fair and reasonable prices are determined during
the review and ratification process before a commodity or
service is added to the Procurement List. Therefore, the time
and resources normally spent on the solicitation process can
now be transferred to other procurement actions making the
contracting shop more responsive to its customer's required
delivery dates.

Finally, the Government is afforded other cost savings
opportunities through reduced oversight requirements. Because
NIB and NISH have vested interests in the successful
completion of each Government contract, they provide
independent oversight to ensure quality products and services

are provided to the Government. With their increased
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attention to Program matters, the Government can reduce its
own oversight efforts and save administrative costs.

The employees, themselves benefit from the pride of
knowing that they are productive, and contribute real value to
the workshop's manufacturing capabilities. For some, the
training they receive enables them to recognize their £full
potential within the confines of the JWOD industry. For
others, the training received in the Program enables them to
progress to into competitive employment in the open mafket.
Regardless of where the participants subsequently find
employment, the paychecks they receive at the end of each week
reinforce their individual self improvement plans and make
them a little less dependent on federal support programs.

Perhaps Rear Admiral James E. Miller, Chief of Supply
Corps and Commander of the Naval Supply Systems Command,
summarized it best when he said, "You only need to walk
through a workshop one time during production hours in order
to realize just how important this program is." [Ref. 30] The
quality of the products and the dedication and spirit of the
employees single this Program out as one of the Government's

most impressive success stories.

1.t




VIII. CONCLUSIONS AND RECOMMENDATIONS

A. INTRODUCTION

This thesis has sought to provide the reader with a
comprehensive overview of the Javits-Wagner-0'Day Act and the
Program's role in the Government acquisition process. During
the research gathering stage, it was necessary to conduct an
extensive literary research, interview Program executives
and Government ~ontracting ofticials, and tour a participating
nonprofit workshop.

The data gained through the literary research provided the
foundation for the researcher's discussion of the Progranm's
establishment in 1938, and its gsubsequent revision in 1971 to
include people with severe disabilities other than blindness.
The literary research also provided the information on the
Committee for Purchase from the Blind and Other Severely
Handicapped, the two central nonprofit agencies, NIB and NISH,
their responsibilities, and the item addition process for the
Program's Procurement List.

The interviews allowed the researcher to gain practical
insight into the Program's benefits and barriers from two
contrasting viewpoints. The nonprofit agencies wera able to
address their areas of concern, their areas of success and

their hopes for the future. Government contracting officials
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were able to discuss their successful use of the Program and
some of the weaknesses and barriers brought about by the
federal procurement process, especially the budget and funding
process.

The on-site visit to a participating nonprofit workshop
provided the researcher with the mortar to solidify the
purpose and objectives of this effort. The tour enabled the
researcher to observe JWOD production perscnnel combining
their efforts with the use of computer aided design and
manufacture equipment to provide reliable, high quality parts
to the Navy.

The remainder of this chapter will bLe dedicated to
answering the research questions proposed in Chapter I and
providing additional observations and recommendations. In
voncluding, the chapter will recommend areas for follow on

research.

B. ANSWERS TO RESEARCH QUESTIONS
1. Primary Research Question. Does the Department of the
Navy effectively contract with the qualified nonprofit
agencies of the Javits-Wagner-0O'Day (JWOD) Program,
and is this relationship meeting the intent of the
Javits-Wagner-O'Day Act {P.L. 92-281}17
During his tour as Chief of Supply Corps and
Commander, Naval Supply Systems Command, Rear Admiral Daniel

W. McKinnon, Jr. also chaired the Committee for Purchase from

113



the Blind and Other Severely Handicapped. This rare
opportunity proved to be the key in revitalizing the Navy's
relationship with JWOD industries. Under Rear Admiral
McKinnon's leadership, the Navy implemented the use of area
councils to discuss the JWOD business base and the beneficial
opportunities the Program offers to the Navy. As a result of
these councils, the Navy has become both effective and
innovative in 1its support of the Program's g¢goals and
objectives. |

Secretary of the Navy, H. Lawrence Garrett, III, furthered
the Navy's effectiveness by instituting an annual award, the
Rear Admiral Christian J. Peoples plaque, to reward those
Commands that significantly contribute management suppeort for
the Program. The award recognizes Navy and Marine Corps
activities which successfully initiate additions to the
Procurement List. [Ref. 42)

Through these initiatives, the Navy is becoming a
leader among the Services in terms of innovative Program
relationships. Chapter V discussed a unique contractual
arrangement between the Regional Contracting Department, Naval
Supply Center, Charleston, and A.P. Mills Industries for the
Blind, Memphis, TN. Under the JWOD umbrella, A.P. Mills
provides the Navy with high precision machined parts under a
Service-type agreement. This arrangement acts as a model for
DoD-wide implementation of similar programs and has

demonstrated the ability to achieve significant savings while
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broadening the industrial base and supporting the Government's
socioeconomic programs.

2. Subsidiary Research Question 1. What is the intent of
the JWOD Act and what are the responsibilities of the
President's Committee for Purchase from the Blind and
Other Severely Handicapped?

The intent of the Javits-Wagner-0O'Day Act as first
enacted in 1938 as the Wagner-0'Day Act was to provide
increased employment opportunities for individuals who were
blind through expanded contracting opportunities with the
Federal Government. Although the Act has undergone changes
over the years, most notably, the inclusion of workshops
catering to people with disabilities other than blindness, the
ultimate goal has remained unchanged.

The Act requires Government acquisition personnel to
procure the commodities and services specified on the
Procurement List only from the Program's participating
workshops. 1In return for this sole source designation, the
workshops pledge to provide the Government with its supplies
and services at fair market prices, in the quantity and
quality requested, and within the required time frames.

Recognizing the need for Program oversight, the Act
also established the Committee for Purchase from the Blind and
Other Severely rlandicapped. The Committee is responsible for

ensuring that both workshops and Government contracting
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organizations comply with the Program's governing rules and
regulations. In addition, the Committee sets the fair market
price for each item on the Procurement List, approves new
additions to the List, and subsequeuntly publishes the L.ist on
an annual basis. It also assists Government agencies in their
efforts to expand their JWOD procurements. Without question,
the Committee is the unifying organization, acting behind the
scenes, to ensure Program success.

3. Subsidiary Quesfion 2. What commodity qfoups
experience the most Government contract actionn and
what groups experience little or no action?
Undoubtedly, one of the most popular, and well known

commodity groups associated with the JWOD industry is the
office supplies group. Virtually any Government desk would be
incomplete without a SKILCRAFT pen, pencil or marker located
in its top drawer. 1In addition, the Government employee's
calendars, paper clips, and pads of paper, all are provided to
them through the JWOD Program.

Janitorial supplies is another important commodity
group that experiences considerable Government demand. Mops
and brooms, wax applicators and wiping rags, and squeegees and
paper towels are conly a few examples of the many janitorial

supplies that are provided to the Government for use on a

daily basis.
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Habitability items is yet another category that

receives a significant amount of contract action. This group
includes but is not limited to bedspresads, bed sheets,

- pillows, washcloths, bath towels, plastic cutlery, and dining
packets.

While it might be expected that hand tools would also
be a significant area for provision by the JWOD industry, the
contrary is ¢true. A selection of screwdrivers and pipe
wrenches are the only hand tools offered on the Procurement
List. The researcher assumes that expansion in this area may
be limited because the Program's participants are unwilling to
challenge the stronger commercial industries at this time.

. Until recently, high precision repair parts were
unavailable to the Government through the JWOD Prograin. Even
now, the items that are provided to the military services, and
particularly to Naval shipyards, are not classified as
commodities, but rather as the product of a machining service.
As discussed previously, however, this service arrangement is
by design and is mutually beneficial to both the Government
and the workshops.

The Program's controlled growth in commodity
availability has been the result of two comprehensive efforts.
The first is to identify unfilled Government needs, and the

' second is to adhere to a business plan that achieves the

desired return on investment. As of this writing, the
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researcher is unable to identify a single commodity group that
could not be provided, in time, by the JWOD industry.

4. Subsidiary Question 3. What are the principal
barriers encountered when trying to expand the
workshops' commodity base?

The barriers can be classified into several separate
categories, including institutional and procedural barriers.
Institutional barriers encompass factors such as complacency,
professional bias and economic bias. Procedural barriers, on
the other hand, revolve around the Government procurement
process and include performance and capacity issues, funding
plans, and contract terms and conditions.

Complacency, or resistance to change, is a formidable
obstacle that must be overcome in order to expand the Program.
Boiler plates and standardized procedures have evolved as the
typical way of doing business in order to ensure an acceptable
end product. Government procurement activities are not immune
to this management style and once adopted, it is very
difficult to initiate or implement new programs.

In addition, the professional bias of some acquisition
professionals further complicates any efforts to expand JWOD
procurements. Some contract specialists see the Program as a
threat to their professionalism and job security. After award

of the initial contract, follow on contracts placed under the
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Program are likely to be handled by the contracting office's
junior, less experienced workforce.

The Program may also begin to experience increased
opposition from the small bhusiness community as new line items
are added to the Procurement List. The Program's
diversification efforts are beginning to be perceived as a
threat by some small business officials. They view the
Program's addition of new line items as a direct infringement
on their business base. This reaction is commonly referred to
as the "rice bowl" effect. Therefore, small businesses can be
expected to become more vocal in their resistance to the
Program's expansion as they sense a negative economic impact
on their business base.

The administrative burden associated with Government
contracts is the most common barrier cited by workshops
desiring to expand their business base with the Government.
Reading and understanding the hundreds of specifications and
numerous clauses included in the solicitations is a deterrent
to expansion, especially when compared to streamlined, multi-
million dollar commercial contracts that contain as few as 13
clauses and are as short as four pages.

On a positive note, however, recent Government
commissions have identified the need for streamlining in the
acquisition process and have recommended specific actions to
improve the process. These recommendations combined with

recent efforts to assimilate Total Quality Management tenets
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into the procurement process should weaken, if not eliminate,
even the most formidable barriers.

5. Subsidiary Question 4. What actions are required of
the Federal dovernment in order to overcome the
barriers and enhance workshop participation in
Government contracting?

In the area of institutional bias, the Government must
pursue an education/training program that explains the
Program's benefits in terms that are meaningful to ‘each
contracting office. It is highly unlikely that the Program
will be fully embraced if it is perceived as a "workforce
reduction” measure where contracting officers are gradually
working themselves out of a job. Job security has been and
will continue to be a function of professional performance and
funding.

During this period of austere budgets, each
contracting shop must look for smarter, more streamlined
methods of obtaining reliable, quality products and services
to their customers. This objective must be met within the
constraints of reasonable prices and required delivery dates.
The JWOD Program provides such a method.

The Navy is using area JWOD councils to help educate
its acquisition workforce in a variety of Program-related
topics. For example, the council meetings provide a unique

opportunity to share success stories of innovative agreements
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between Government contracting offices and participating
workshops. The meetings also offer a medium where JWOD
officials can explain the Program and answer questions posed
by the council members. Through this effort, the Navy expects
to enjoy greater benefits from the Program.

On a legislative plane, Congress must continue to be
innovative in expanding the opportunities for Program success.
Measures such as Section 133 of the Small Business
Administration Reauthorization and Amendment Act of 1988,
which authorizes Program workshops tc compete for small
business set-asides, and Section 8117 of the Fiscal Year 1991
Appropriations Act, which credits prime contractors' small,
disadvantaged business (SDB) goals for subcontracts awarded to
Program workshops, are current examples of ©positive,
Congressional support.

6. Subsidiary Question 5. What impact does NIB/NISH have
on the DoD industrial base and specifically on small
business?

While the preceding legislative action may be assumed
to have negatively impacted the small business community,
recent GAC studies have not found any evidence to support such
assumptions. Clearly, this is good news not only for the

Program's participants but also for an anxious small business

community.
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The checks and balance system inherent in the
Program's structure appears to be effective. A conscious
effort has been made over the ysars to operate the Program in
a manner that does not compete with other socioeconomic
programs. In addition, the Committee reviews the economic
impact of any and all proposed additions to the Procurement
List to ensure that the current or most recent supplier is not
significantly impacted in an adverse manner.

Furthermore, the Committee must announce the
Government 's intention in the Federal Register before any item
is added to the Procurement List. This provision allows any
commercial interest the opportunity to present its case to the
Committee before the proposed action is ratified. If the
facts justify a negative decision by the Committee, the
ratification is disapproved and the item's addition process is
terminated.

7. Subsidiary Question 6. What benefits could be
attained from improved contract relations with
NIB/NISH workshops?

The Javits-Wagner-0'Day Program provides the
Government with several key benefits in return for |its
preferential treatment as a mandatory source for several
commodities and services. The primary benefits are quality,
delivery, and price related. However, additional benefits

recognized through this special relationship include, reduced
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procurement administrative lead times, and reduced Government
oversight of contractor facilities.

Each item undergoes a thorough screening before it is
added to the Procurement List. Specifications are studied,
and statements of work are reviewed, thus ensuring that the
Program has the technology necessary to provide quality goods
and services before it is made the mandatory source. Once
ratified, the contracting officer can be confident that the
products received will comply with the appliéable
specifications.

Delivery requirements are also given serious attention
during the addition process. Similar te the quality
requirements, the contracting officer can be assured that once
ratified, the products will be delivered on time. However, in
the unlikely case that the workshops are unable to meet the
Government's delivery requirements, and the items are
available in the commercial market, the cognizant central
nonprofit agency (NIB/NISH) has the authority to grant a
purchase exception. This provision allows the Government to
procure the products directly from the open market and
precludes unnecessary delays in the delivery of goods and
services to the end user.

Price is set by the Committee for each item placed on
the Procurement List. The price is based on the fair market
price or previous prices paid by the Government for similar

items. The contracting officer is not required to continually
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address the price reasonableness of an item because that is
settled during the ratification process. Therefore, the
procurement administrative lead time for a given JWOD
acquisition should be less than the lead timz for routine
commercial buys that require solicitation, competition, and
cost and price analysis to ensure price reasonableness.
Government oversight of the Program's contractors can
also be reduced. This is possible because of the oversight
provided by the Committee, the National Industries for the
Blind and NISH. Each of the preceding organizations is
interested in upholdiny the good name of the Program.
Therefore, they monitor each participating workshop to ensure
that it is in compliance with the Program's rules and
regulations. With this level of self governance provided by
the Program's own participants, the Government can withdraw
some of its oversight resources and transfer them to other

programs where current resources are deficient.

C. ADDITIONAL CONCLUSIONS AND RECOMMENDATIONS

This research has discussed the Program's governing
regulations, its intent, the oversight organizations, the
barriers and the benefits, and successful examples of
innovative contracting. However, this thesis would be
incomplete if it did not address the real strength behind the
Program, its people. The JWOD community is made up of people

who are genuinely thankful to be employed and therefore,
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radiate a professional pride that ihe reader would do well to
imitate Granted, these people do have severe disabilities,
and for some, their disabilities will seriogsly limit their
productive capabilities. ‘But, the abilitics that they do
possess are not ta<en for granted. The monotonous repetition
vhat is loathed by many commerciai production line workers is
seen as a berefit to these individuals. Additionally, their
self worth is reinforced every pavday /hen they receive their
paychecks and realize that they can be productive members in
tcday's society. If there were nc other reasons to expand
this Program, the reople alone. make this a worthwhile
venture.

Fortunately, there are additional good reasons to continue
the Program's expansion. Many participating workshops make
substantial investments in state-of-the-art capital equipment.
These investments compensate for the employees' disabilities
and often allow these firms to "out-compete" many commercial
businesses. The Program's "mandatory source" designation
provides the workshops with a more stable business environment
in which to operate than the commercial world's uncertain
competitive environment. This translates into significantly
less risk for the participating workshops when they estimate
their future returns on investment (ROI). Commercial
industries, on the other hand, often hesitate to sink large
dollar amounts into equipment upgrades when there is no

assurance that the future returns on investment would meet the
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firm's hurdle rate. Therefore, in awarding contracts to JWOD
firms, Government contracting officials are often receiving
the benefit of state-of-the-art computerized equipment. With
this in mind, the researcher recommends that all DoD
contracting activities implement the area council approach
initiated by the Navy as a way of learning about the Program's
capabilities and identifying commodities and services for
provision under the Program.

Furthermore, with the advent of the Navy's Automation of
Procurement and Accounting Data Entry (APADE) system, the
researcher observes that a positive atmosphere has been
created for the future development of a modem to modem,
paperless ordering system with these industries. This fact,
coupled with the Program's mandatory source requirements,
presents the Government with a unique opportunity to pursue a
Just-in-Time inventory relationship with qualifying workshops.
The researcher recommends that further study be initiated to
determine which workshops and what commodities could be
configured into a Just-in-Time relationship.

Finally, the JWOD industry is a reliable element in the
nation's defense mobilization plans. During Operation Desert
Shield/Desert Stiorm, JWOD's nonprofit agencies supplied
substantial amounts of mission essential items to all the
military services. It was not uncommon, therefore, for
Program workshops to triple tne number of shifts they operated

in order to meet delivery requirements. In other cases,
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services were expanded to compensate for the manpower
ghortages caused by the roassignment of troops to the Persian
Gulf.

The Middle Georgia Easter Seal Society's contract with the
United States Air Force is one such service agreement that
epitomizes the Program's ability to support the country's
mobilization effort. ([Ref. 43:p. 21] The service, added to
the JWOD Program in fiscal year 1990, was for the cutting and
assembly of foam pieces to be inserted in the fuel tanks of
the Air Force's C-130 transport planes. The foam inserts were
used to help suppress the explosion of bullets and thereby
reduce the possivility of fire in the plane's tanks.

The benefits from this arrangement wer: threefold. By
contracting with the NISH-spontored firm to cut and assemble
the foam pieces, Robins Air Force Base employees whose ckills
were previously underutilized were free to work on more
challenging tasks. Secondly, a significant amount of the
Base's warehouse space previously taken up by a large on-hand
inventory of foam was subsequently made available for other
purposes. Finally, a substantial number of disabled persons
were fully employed and paying income taxes. This one
contract employed over 40 people and was worth approximately
$1.7million. These facts attest to the mutuality of benefits
gained from the Government s relationship with the JWOD

community.
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In summary, the success enjoyed by the Program's nonprofit
agencies is directly attributed to their commitment to quality
management through personnel training programs, equipment
upgrading, and orientation towards customer service. Equally
important is the ability of the Government and the central
nonprofit agencies to seek out innovative ways of contracting

for newly identifled requirements.

D. ADDITIONAL AREAS OF RESEARCH

This thesis was designed to provide the reader with an
overview of the entire JWOD Program. As stated in Chapter I,
it is quite possible that each chapter could provide the
ground work for follow-on research. Case studies centering on
the Program's contribution to the Persian Gulf effort would
provide valuable insight into the strengths and weaknesses of
the Program's mobilization and surge capacities. A more in-
depth look at the Act's implementation may provide greater
insight into the Program's intent. However, there are two
areas that the researcher believes would yield the greatest
benefits to the Department of Defense.

The first area involves the subject of barriers to the
expansion of the JWOD Program. It is recommended that not
more than two specific barriers be cited and that the research
concentrate on defining realistic approaches to overcoming
those chosen barriers. One such barrier could be the rate

resourcing method of funding defense acquisition activities as
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mentioned in Chapter 1IV. The research should focus on
alternative methods of funding with impact studies
accompanying each recommendation. A second barrier couid be
the administrative burden associated with unnecesrary
Government specifications and clauses. The researcher should
identify specifications and clauses that appear overly
restrictive or unnecessary and recommend streamlined
procedures to enhance productivity.

The second major area worthy of further research pertains
to the recent legislative actions that have allowed sheltered
workshops to compete for small business set-asides, and prime
contractors to credit their SDB goals for awards to sheltered
workshops. Follow-on research should be conducted to
determine if the small business community increases its
opposition to further Program expansion. The study should
determine if the facts underlying the opposition pose valid
points. Finally, recommendations should be presented to
maintain the integrity of the Program while ensuring the

continued viability of the small business community.
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